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Women’s Part in the Struggle 


“NO FEAR OF THE FUTURE” 
By WINSTON CHURCHILL, Prime Minister of Great Britain 
Delivered at the National Conference of Women, Albert Hall, London, September 28, 1943 


HIS impressive representative gathering marks a defi- 

nite recognition of the part women are playing in our 

struggle for right and freedom. I remember in 1939 
at Manchester making an appeal for a million women to 
come forward into the war effort in all its forms. This 
was thought to be a very extravagant proposal at the time, 
but it is not a third of what has since been required or what 
is to be forthcoming. 

We are engaged in total war. We are engaged in a 
struggle for life. Although you cannot say that peril as 
imminent as in 1940 or during the year when we were all 
alone faces us, nevertheless if this war is so handled that 
unity from national effort were diminished, that its pace and 
vigor so slackened that we fell apart, that apathy overtook 
us, and if this were typical throughout the forces of the 
United Nations, then, indeed, another danger, perhaps not 
so catastrophic in its aspect but none the less deadly in its 
character, would march upon us. 

War would languish; our soldiers would find themselves 
short of munitions and services just at the time when their 
action is growing on an even larger scale—all this would 
occur. 

Says For Hopes We Witt Crack 


And the enemy. What is their hope? Their hope is that 
we will weary; their hope is that the democracies will faint 
later on the long road; that now, in the fifth year of the 
war, there will be doubts, despondencies and slackness. 
They then hope that out of this they will be able to consoli- 
date their forces in their central fortress of Europe, their 
remote home islands in Japan, and extract from our weari- 
ness and from any divisions which might appear among us 
the means of making terms to enable them to repair their 
losses, regather their forces and open upon the world, per- 
haps within another decade, a war even more terrible than 
that through which we are now passing. 

Therefore, the idea of a total war, of fighting for life, 
must continually be in your minds. The war effort of our 


46,000,000 people living in Great Britain and northern 
Ireland at the present time is justly admired by our allies. 
On the whole there is no community engaged in this war 
which is more smoothly, effectively and exhaustively or- 
ganized for the war. There is also no community which 
presents so many different sides and varieties to the war 
effort. 

We have to guard the seas. We have to bring in foods 
and raw materials. We have to guard our homes against 
the ever-present threat of overseas attacks. We have to 
be ready to meet intensive and novel forms of air attack 
any time. We have to swell our vast production of muni- 
tions. We have to build warships and merchant ships in 
large numbers. We have to maintain the life of our civilian 
population and take care of the sick, old and broken. 

This war effort could not have been achieved had women 
not marched forward in millions to undertake all kinds of 
work. Nothing has been grudged, and the bounds of the 
women’s activities have been definitely, vastly and per- 
manently enlarged. 


War As AN Alp TO WoMEN 


It may seem strange that the great advance in the position 
of women in the world—in industry, in controls of all 
kinds—should be made in time of war and not in time of 
peace. One would have thought that in days of peace the 
progress of women to an ever larger share in life, work 
and guidance to the community would have grown, that 
under violence and fear it would have been cast back. The 
reverse is true. 

War is the teacher—a stern, hard, efficient teacher. War 
has taught us to make vast strides forward toward a far 
more complete equalization of the parts to be played by 
women in society. 

I said just now that the conditions on this island represent 
an incomparable example of unified and concerted war effort 
among the United Nations. I cannot expect after four years 
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of war that there is much slack to be taken up, but my 
friend, Mr. Bevin, the Minister of Labor, has the greatest 
possible difficulty in providing for whatever approved de- 
mands are made upon him by all departments of the State. 

We are fully extended now, and whatever we do we must 
maintain this effort—maintain this effort through the fifth 
year of war, or the sixth year, or if need be, forever—until 
we have achieved our purpose. 

In the forthcoming year you will see large armies fighting. 
You will see powerful air forces striking at the heart of the 
enemy’s country. But the actual demands made upon the 
British population cannot be greatly increased. 

The augmentation of our munitions will follow from 
smoother running of the great processes which are already 
at work rather than from any multiplication of the human 
beings engaged in production. We are, as I say fully ex- 
panded, and‘to maintain that record is a tremendous task, 
one that will require the utmost firmness of character in all 
of His Majesty’s subjects and extreme care, diligence and 
vigilance on the part of all those entrusted with public 
office in any form. 

All will be needed in order that we may keep up the 
tremendous pace at which we are moving for whatever is 
necessary in order to secure the complete and absolute vic- 
tory of a good cause. 

It is a good cause. No one has any doubt about that. 
All over the world, men and women under every sky and 
climate, of every race, creed and color, all have a feeling that 
in the casting down of this monstrous Nazi engine of 
tyranny, cruelty, greed and aggression—in the casting of it 
down, shattered in pieces, something will have been achieved 


by the whole human race, which will affect in a decisive 
manner its future destinies, which will even in our time be 
marked by a very sensible improvement in conditions under 
which the great masses of the people live. 


For SECURITY OF FREEDOM 


Freedom will be erected on an unshakable foundation, 
and at her side will be right and justice, and I am sure of 
this—that when the victory is gained we shall show a poise 
and temper as admirable as that which we displayed in the 
days of our mortal danger, that we will not be led astray 
by false guides, either into apathy and weakness or into 
brutality, but that the name of our dear country, our island 
home, will, by our conduct, our clairvoyance, our self- 
restraint, our inflexible tenacity of purpose, long stand in 
honor among the nations of the world. 

In all this, the women of Britain have borne, are bearing 
and will continue to bear a part which excites admiration 
among our Allies, and which will be found to have definitely 
altered these social sex balances which years of convention 
have established. 

I have no fear of the future. Let us go forward into its 
mysteries. Let us tear aside the veils which hide it from our 
eye. Let us move forward with confidence and courage. 
Every problem of the post-war world, some of which seem 
so baffling now, will be easier of solution once a decisive 
victory has been gained and once it is clear the victory gained 
in arms has not been cast away by folly or by violence when 
the moment comes to lay broad foundations of the future 
world order and when the hour has come to speak great 
words of peace and truth to all. 


New Approaches to Peace 


COMMON GROUND 
By HERBERT HOOVER, Former President of the United States 


Delivered before Joint Session of the St. Paul-Minneapolis branches of the Foreign Policy 
Association and University of Minnesota, Minneapolis, Minn., September 3, 1943 


more hard months. But every month brings us nearer 
to the problems of peace. 

The American people are alive to the need and determined 
that we must have a lasting peace this time. From coast to 
coast you are thinking and discussing the ways to peace. You 
want to make your lives again free from war hardships. 
You want your sons, husbands and fathers home. 

The method of making peace is being hourly discussed in 
books, in the press, over the radio. Congressional resolutions 
and political offensives are in motion all along the front of 
peace ideas. 

We have two schools of discussion. In the first are those 
people who are striving to distill from the world’s experience 
something definite and positive. Several notable contributions 
have been put forward which merit great consideration. 

In the second school are those who live in the indefinite 
or the infinite. Their aims are magnificent; their phrases are 
sonorous ; their slogans are impelling. But when we sift them 
down, they are mostly nebular words to the effect that we 
must cooperate or collaborate with the world to preserve 
peace and restore prosperity. They are a long way from how 
to do it. Often enough these phrases are doors to political 
escape. Or alternatively, they are the pavement of good 
intentions. Theirs is an unreal world of perfect words. 

I do not underestimate the usefulness of inspiring words. 


VY snore ara is now inevitable. There will be many 


But most of this is exactly the same verbal road which led to 
Versailles. When we got there we had high ideals, high aims, 
and great eloquence. Unless we arrive at the end of this war 
far more realistically prepared, we will have little chance of 
lasting peace. We must have something far more specific 
and definite than high aims, high ideals, sixty-four dollar 
words, good intentions, political avoidance or recriminations. 
Worse than this, we may out of such material have done no 
more than lay the kindling for World War III. 

On this whole problem, I am daily more and more 
impressed with the fact that nations have often enough been 
successful in making war. But nations have'never yet been 
successful in making lasting peace. More and more over the 
centuries the world has developed the art and method of 
making war. But the world has never developed an art and 
method of making peace. More and more the methods of 
peace have resulted in a wider-spread of catastrophe. 

Surely it is time we have a new approach to peace-making. 
And that path must leave the century-old bright lights of 
eloquence and nebular words and explore the hard road of 
experience. 

Hugh Gibson and I, from considerable participation in 
these problems over the last 25 years, have suggested for 
public consideration some ideas of a new approach. Several 
of the ideas which we originally put forward have now been 
adopted by powerful voices. 
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I propose to explore these ideas further with you. The 
principles and the program are at least realistic and positive. 
And they suggest common ground over which those of even 
divergent views on particular questions can travel with unity 
toward our common purpose of a lasting peace. 

I had a teacher once who said, in effect, that wisdom does 
not consist so much of sixty-four dollar words about the 
ultimates as in knowing what to do next. And the next thing 
after that. 

‘Therefore, I am going to examine with you what to do 
next. I may state the principles and program first and the 
reasons afterwards. The program consists of four steps and 
there are eleven reasons. 

Before we start on this exploration I may assure you that 
it does not embrace the usual democratic process of name 
calling. That is not a unifying or peaceful approach. From 
the Sermon on the Mount we learn that the peace-makers 
“shall be called the Children of God.” 

It would appear that unifying name only applies to the 
actual peace delegates and not to those who engage in advance 
discussion of what the delegates should do. In any event I 
will not take your time discussing “‘isolationists,” “national- 
ists,” “internationalists,” “Fascists” or “Communists.” Our 
job is to find common ground, not to widen differences. 

First STEP 

The first step in our proposal is to reach an agreement, 
before firing ceases, between all the United Nations that a 
few leading nations be appointed the joint Managers or 
Custodians or Trustees of Peace, and that there will not be 
the usual armistice or the usual general peace conference. 

SECOND STEP 

The second step is an agreement between all the United 
Nations before victory over Germany, setting up the terms 
of a simple Provisional Peace which the Custodians or 


‘Trustees shall impose upon belligerent Europe the moment 
firing ceases, and later on Asia. 
Tuirp STep 

The third step is a Transition Period from war to peace 
of a few years, in which the world can cool off and have 
time for deliberate solution of the long-view problems of 
lasting peace. 

FourtTH STEP 

The fourth and last step, after the foundations of real 
peace have been laid, is then to create some sort of world 
institution to replace the Managers or Trustees and preserve 
peace. 

THe TRUSTEESHIP 

Some immediate questions will arise in your minds as to 
the ‘Trusteeship. A few great victorious nations are going to 
dominate the world anyway for a while after this war. They 
must do it of necessity to themselves. They always have done 
so after every great war. They did it after the world wars 
of the Napoleonic period and after the last World War. It 
would be a great and new step to peace if they did it out in 
the open, by a definite authority with positive responsibilities 
and limitations. 

I am not proposing an elaborately written piece of paper 
committing nations to action in unknown circumstances. A 
mere joint declaration of purpose by all the United Nations 
would be sufficient. It needs only to be that we continue 
collaboration in peace making which we have in war and that 
we do it under the leadership of the, principal nations con- 
ducting the war; that we do it in consultation with all our 
allies in the fields in which they are interested; and that we 
do it for a limited period. If we can do this without elaborate 


. treaties and documents in war, why not in a Transition 


Period. from war to peace? 

I am not proposing a military alliance of a few victorious 
powers, arrogating to themselves domination over other na- 
tions such as has in reality followed those other world wars. 
Such alliances at once raise the antagonism and suspicion of 
the balance of the world. A military alliance would under- 
mine the moral influence of the Custodians or Trustees and 
would add nothing to their strength. 


THE PROVISIONAL PEACE 


Questions will also arise in your minds as to the terms of 
the Provisional Peace. 

These terms can be made specific and comparatively simple. 
They are the urgent measures necessary to get the world 
going again. 

The first need of the world, more urgent even than bread, 
will be order. And the second need will be food. Hungry 
people abandon all restraint and defy all order. The next 
imperative need will be to restore economic production, for 
the starving cannot long be supported on charity. These 
questions admit no delay. Without them Europe and Asia 
will dissolve in chaos. 

There are other urgent matters. There must be total 
disarmament ‘of the enemy. Their leaders must be punished 
for crimes against mankind. They must return their loot, 
prisoners and displaced peoples. 

There must be the restoration of sovereignty to those 
nations deprived of it. The Trustees would need at once to 
determine temporary boundaries for everybody. 

The defeated nations should be required to hold free elec- 
tions of representative bodies excluding Fascist candidates 
to initiate government and national life so that there will 
be some responsible body with which to deal. 

There should be provisional restoration of the former 
treaties about posts, telegraphs, ships and planes which are 
necessary to the reopening of economic life for the whole 
world. 

And the Trustees should at once set up regional councils 
for Europe, Asia and the Western Hemisphere and such 
other committees of the United Nations as are needed to 
work out each of the host of long-view problems without 
the solution of which there can be no lasting peace. 

These provisional questions are not difficult to settle. But 
they represent the stark necessities required to start the world 
housekeeping again. 


THE TRANSITION PERIOD 


It is in a Transition Period that the gigantic problems 
which confront the world must and can be solved. 

In the meantime the Trustee nations would need to guide 
these committees and police the world against any aggressors. 

I may enumerate only a few of these problems to indicate 
their complexity and that time is needed for their solution. 

The future of the three great enemy countries and a lot 
of little ones must be settled. 

There are great territories to be justly disposed of. 

Militarism must be abolished. 

The face of these nations must be turned toward peace. 

Gangsterism cannot be abolished overnight. 

There is demobilization of the world to be brought about. 

There are many boundaries to be settled. 

There are peoples to be freed. There are peoples to be 
placed under guardianship. The Jewish refugee and the 
problem of Palestine must be settled. 

There are gigantic debts and reparations to be considered. 

There are a thousand problems of trade, of currency, of 
credit to be solved. 
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And all of these problems must be solved in such a fashion 
and with such justice as to allay or still the dynamic forces 
which have hitherto always bred war anew. Those forces 
must not be stimulated as they were at Versailles, where 
they were made stronger for evil and more explosive. 

And now I come to the eleven reasons for this program 
and the dangers we must avoid. 


Tue First REASON 
PromoTinGc ALLIED UNITY 


The first reason is one that has been made more impressive 
by the events of the last month. 

A statement to the enemy people that there will be a 
Provisional Peace based upon renewed self-government and 
revived economic life should convey to them our desire to 
restore them to the family of nations. Such an assurance 
to them might bring the war to a quicker end and save much 
human life. 

THE SEcoND REASON 
GAINING PREPAREDNESS FOR PEACE MAKING 


The second reason for this program is that we must resolve 
a double difficulty. That is how to keep unity during the war 
and achieve at the same time preparedness for peace in 
advance of victory. There is a well founded and instinctive 
fear that negotiation by our officials of the gigantic long-view 
questions during the war would disrupt the unity of the 
United Nations. Hence the escapist policy of every modern 
world war, “Victory first, discuss peace afterwards.” 

In consequence, aside from a few very general aims and 
platitudes, victorious nations have usually come to the peace 
table wholly without any real preparedness for the immense 
problems they must meet. I agree that we cannot negotiate 
these long-view questions without dangers. But we could 
negotiate the urgent matters which lay the foundation of 
provisional peace. There is no ground for disunity in them. 
Their settlement beforehand would promote unity. And 
incorporated in them is the machinery for amiable solution 
of the long-view questions after victory. 


THE THIRD REASON 
An ARMISTICE IS DESTRUCTIVE 


The third reason is that no lasting peace can be made as 
was attempted at Versailles in the middle of a military 
armistice. An armistice simply suspends the whole world 
between war and peace. The machinery and routines of both 
war and peace are out of action. It is thus a period of 
economic and political degeneration with an agonized world 
crying out for haste. The end is hasty compromise of 
principle and justice, not solution. 


THE FourtH REASON 
To Coo. orr Hate AND GREED 


The fourth reason for this proposal is that the world must 
have time to cool off and recover a balance of judgment if a 
lasting peace is to be made. 

When firing ceases the world will be filled with violent 
emotions. There will be white-hot hate and indignation at 
the enemy for having brought the world to this state. The 
air will be filled with fear and vengeance. This is no atmos- 
phere for long-view statesmanship, which must distinguish 
between guilty leadership and misled peoples. Do not forget 
we must live with 90 million Germans, 40 million Italians, 
70 million Japs and their increment for some hundreds of 
years yet. We want to get them into the ways of peace if we 
can. 

There will be another emotion present. That is greed or, 


more politely, self-interest. Each of the victorious nations 
will face a grim vista of impoverishment. The peoples of 
each nation will demand those things they believe will restore 
prosperity and security to them. 

And these are not alone the emotions of statesmen. They 
are the emotions of the people at home. Statesmen are not 
their own masters. If they ever expect to be re-elected or 
have monuments to their memory, or get their agreements 
ratified they are forced to respond to the emotions of their 
people. 

If there be a general peace conference in the midst of all 
these emotions, as has been the practice hitherto, then 40 
nations will send 2000 diplomats to orate, to conspire, 
quarrel, and grab. The world would be crying aloud for 
haste, that it be allowed to get back to living again. To keep 
passion, greed, expediency and compromise of principle out of 
the settlements under these pressures calls for more than 
human powers. Certainly if we are to have lasting peace, 
it must be based on more solid foundations than the emotions 
of war. 

Does not all this suggest the necessity of a cooling-off 
period which we call the Transitional Period? 


Tue FirrH REAson 
To GET BY THE PERIOD OF REACTION 


The fifth reason for this suggested approach to peace is 
that soon after firing ceases an inevitable reaction sets in. 
Our boys want to come home—and at once. They want to 
start life again. Their wives, mothers and fathers want them 
home. They are bound to bring home all their frictions, 
dislikes and opinions of the strange peoples with whom they 
have been operating. At home the people will be war-weary. 
All the suppressed frictions between Allies will come to the 
surface. The people just don’t want anything more to do 
with “foreigners.” A period of reaction toward isolationism 
is inevitable. And it would be further fanned by the head- 
lines from a general peace conference, such as Versailles, 
daily arousing a thousand suspicions or misgivings and con- 
firming their suspicions. 

In this period of reaction nationalism will! rise to such 
heights as to endanger all constructive plans. It will be a 
time of demagoguery and prejudice. The world needs time 
to let this pass. 

Tue SixtH REASON 


THE UNKNowN SHAPE oF THINGS TO COME 


The sixth reason for these principles of peace making I 
suggest is that while nations are actually at war, or in the 
months after firing ceases, we cannot see the shape of things 
to come. These shapes are made by forces set in motion by 
the war and even long before the war. No one can for years 
predict their ultimate effect. The only thing men can be 
sure of is that after the war there will be profound change. 
If it were a question only of putting the world back to where 
it had been it would be hard enough to do. But the world 
will never be like that again. 

A peace-making that does not take account of these pres- 
sures of change will be certain to burst asunder. Surely we 
need a transition period in which to measure and accommo- 
date these forces. 


THE SEVENTH REASON 


REAL FOUNDATIONS UNDER A Wor.p INSTITUTION 


There are those who believe we have only to quickly set 
up some League, or some Council or some World Institution 
or some Union or World Parliament and then unload all 
of our problems upon it. It is not that easy. 
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When issues are vast and intricate it is easy to dodge them 
that way and then announce that the world will go to the 
dogs if evil men fail to agree. 

Neither anything like the League of Nations nor any kind 
of world institution to keep the peace could succeed amid 
the passions, the political and economic chaos that press on 
the heels of war. 

‘There are a hundred gigantic problems that must be 
settled between nations before such an agency would have a 
chance. ‘To force its adoption prematurely is to condemn 
it to inevitable failure. 

‘The purpose of any world institution must be to preserve 
peace, not to make it. 

‘They are two entirely different jobs. They must not be 
confused. Having lived through Versailles, and having had 
to deal with its consequences, I can give you an idea of what 
I mean. ‘The Treaty of Versailles consisted of 613 para- 
graphs, of which only 26 dealt with the League Covenant. 
It was the 587 outside the League that did most to kill the 
League, and certainly it was the sins of omission and com- 
mission in these 587 paragraphs which laid some of the 
kindling for this war. 

‘To solve these problems, to allay the forces of destruction 
and to build a new spirit in the world requires time. And a 
decisive hand which no world wide institution can exert. 

The Temple of Peace cannot be erected until its founda- 
tions are well laid. If we make a good peace, it will largely 
preserve itself. If we make a bad one like Versailles, we 
shall simply be laying the kindling for World War III. And 


no machinery for preserving peace will stop it taking fire. 


THe E1icHtH REASON 
PRESERVING AMERICAN UNITY! 


‘The next reason I will give you for this program bears 
upon our American national unity. 

‘The formulation of some sort of World Institution to 
preserve peace is essential. Yet discussion of its details leads 
quickly to the most emotional and the most dangerous ques- 
tion that can be raised among us. That is how much we 
surrender of national independence and sovereignty. 

1 would like to suggest that if we adopt the Transition 
Period, we can develop the practice of cooperation in stopping 
agyression during that time and we will learn much as to 
method. Of equal importance, our people will have oppor- 
tunity to consider and debate this whole question away from 
the emotions of war and the reaction toward isolationism 
which will inevitably follow. It is my belief that with a 
growth of experience and understanding the whole sover- 
eignty question will become academic. But it takes time. 
Decision of this matter at the present time is about as impor- 
tant as the ancient worry over how many angels could stand 
on the point of a needle. 

| have no doubt that with time and deliberation our people 
will no more consent to liquidate the independence of the 
United States than Mr. Churchill will consent to liquidate 
the British Empire or Mr. Stalin to liquidate the Soviet 
Republic. And none of that is necessary to preserve peace. 
And I may add that the primary safety of America will 
always rest in our strong right arm. 


THe NintH REASON 


DocUMENTS ARE NOT PEACE 


The ninth reason for these principles of peace making is 
that out of five thousand years of war, an illusion has been 
built up in the human mind that war can be ended and 


peace made by signing a piece of paper. Especially if it is 
signed with pomp and circumstance. The world has deluded 
itself before now that such a signed paper is the dawn of a 
new day. Hasty documents written at the end of wars have 
an infernal way of becoming the prospectus of renewed war. 

We must learn that it is the conduct of nations over years 
which counts, not the papers they sign. A little good will 
goes further than documents. 


THe TENTH REASON 
THERE MUST BE RATIFICATION 


If we are to have peace, any agreement or any treaty in 
democracies must be ratified by the people at home. The 
people must have time to debate, understand and decide. 

And we should be careful that our words do not carry 
more to other nations than we will perform and confirm. 
Neither by executive action nor Congressional resolution nor 
public assurance should we give the impression that the 
United States can be commited to anything without full free 
action by the Senate of the United States. 

Is it not, therefore, better to go one step at a time and 
deal with different problems separately ? 


THE ELEVENTH REASON 
THE SUM OF EXPERIENCE 


And I might add an overall reason which comes from the 
stern Voice of Experience. Do not the great peace settle- 
ments which followed the two other world wars of the last 
150 years—those at Vienna in 1814 and at Versailles in 1919 
—confirm every one of these reasons for this program? Does 
anyone believe that either of these treaties would have been 
signed five years afterwards? That no abiding successful 
peace can be written in a few weeks or a few months under 
these pressures has been proven by the greatest tragedy of 
modern history—Versailles. 


To Sum Up 


For these reasons I am suggesting four principles of peace. 
A temporary Trusteeship or collaboration of the leading 
nations, a Provisional Peace for each defeated country, a 
Transition Period of time, and an ultimate World Institu- 
tion to preserve peace. Is it not the answer that we must 
first concentrate our immediate thought on definite principles 
of peace making? And second, does not any program require 
defined and responsible leadership? And third, must we not 
have quick and strong action to restore order and the pro- 
ductivity of mankind? And fourth, must we not have time 
to settle our gigantic long-view questions ? Time for emotions 
to cool off. Time to pass over the reaction which inevitably 
sets in from war. Time to assess the forces and change set in 
motion by war. Time to allay the dynamic forces which 
cause war. Time to deliberate. Time to deal openly with 
all proposals. Time for the peoples of the world to under- 
stand the solutions proposed. Time to rebuild justice, toler- 
ance and good will. Time to build a real World Institution 
to preserve peace. 

It was six years from the victory of Yorktown to the 
Constitution of the United States—and it was time well 
spent. 

The die of war has been cast. We have taken up the sword 
to win lasting peace. For over one hundred and seventy 
years Americans have fought on a thousand battlefields and 
always that men might be more free and have peace. Their 
million graves demand of us that we do not fail them in the 
halls of peace-making. 








D. F. Fleming 





America and the World Crisis 


“A WORD TO CONJURE WITH” 


By DR. D. F. FLEMING, Author and Commentator 
Delivered over radio station WSM, Nashville, Tennessee, September 21, 1943 


old idea. Some perhaps have seldom heard the word, 

but all of us have the idea in our bones, just as until 
lately all Americans were ready to fight for the Monroe 
Doctrine, though many knew only dimly what it was. But 
is was something old and to be defended. 

The word I want to discuss tonight is Sovereignty— 
S-O-V-E-R-E-I-G-N-T-Y. This is the thing for which the 
ex-America firsters are now prepared to die. Senator Wheeler 
gave notice months ago that the United States was not going 
to give up any of its sovereignty. More recently Clarence 
Buddington Kelland delivered the same ultimatum and the 
recent Republican Conference at Mackinac Island called for 
“responsible participation” by the United States in “An 
Organization of Sovereign Nations” to prevent future mili- 
tary aggressions. Evidently we are going to hear a great deal 
about National Sovereignty in the coming months. It is a 
powerful idea, an explosive one. Arguing about it could 
cause us to lose the peace after this war. I beg you therefore 
to do some thinking about this idea of Sovereignty. 

What is National Sovereignty? It is the right of every 
National State to do as it pleases, regardless of what any 
other nations think about it. It means that each nation is 
totally independent, subject to no higher authority in any 
degree whatsoever. It is not possible to conceive of anything 
above a completely Sovereign Nation. It comes and goes as 
it wills. It is the judge of its own disputes. It may be reason- 
able in its quarrels but it reserves the right to impose its 
will upon all other nations by force, that is by war. The 
Sovereign State is utterly uncontrollable, supreme, above all 
law. It stands upon its own bottom, defends its citizens and 
is a law unto itself. 

This is the theory that all nations have been brought up 
on, especially for the past 200 years. It is obvious, of course, 
that small nations could enjoy this total sovereignty only in 
times of tranquillity and only if they did not incur the dis- 
pleasure of the big powers. When the big powers chose to 
do so they very severely limited the sovereignty of the smaller 
states or abolished them altogether. 

In the past ten years this process has gone so far that the 
idea of the Sovereign State has been badly crippled, to say the 
very least. Beginning in 1931 Chinese Sovereignty was 
stamped out in Manchuria. Then the Sovereignty of 
Ethiopia was utterly destroyed in 1935. Next, Spanish 
Sovereignty was wantonly violated by a full scale Italian and 
German invasion to impose a Fascist tyranny on the Spanish 
people. In 1938 Austria’s Sovereignty was suddenly wiped 
out. Then Czechoslovakia’s was extinguished. Poland was 
next and after her nations by the dozen were overrun, looted, 
enslaved, outraged and starved, both in Europe and in Asia. 

In a few cases the Governments of the Nations invaded 
escaped and have maintained the idea of sovereignty in some 
foreign land, but everybody knows they are powerless of 
themselves to liberate their home lands. Can anybody look 
over the world today and really believe in the validity of 
the Sovereign State? Where on the entire face of the globe 
can you find a fully Sovereign State? Certainly you would 
not put your finger on China, with all the best parts of her 
huge areas looted and oppressed by the Japanese. Is mighty 
Russia still a Sovereign State? Hardly, when the best part 


if WANT to talk to you tonight about a big word and an 


of European Russia has been overrun by a pirate state, when 
50,000,000 Russians have been terribly abused by the Ger- 
mans and their cities and farms laid waste. A nation that 
cannot protect itself any better than that cannot say it 
possesses anything like absolute Sovereignty. 

Where then is the Sovereign State? Does it have its seat 
in London, the city that would have been blasted from the 
earth if the Nazis had been a little better prepared? Every- 
one knows that without the tremendous aid of Russia and 
the United States British Sovereignty would today be a very 
slender reed for any people to lean upon. But the United 
States, surely she is fully Sovereign. Is she, when she was 
powerless to prevent the disaster which befell us at Pearl 
Harbor, when for months our East Coast was closely 
blockaded by submarines? Why are we fighting today, if not 
to defeat two giant gangster empires before they crushed 
all others and closed in on us? No nation compelled to fight 
in every part of the globe and to spend $200,000,000,000 
worth of its limited natural resources to ward off a deadly 
threat to its existence can talk very loudly about its Sov- 
ereignty. 

The plain truth is that no nation’s sovereignty is worth 
very much in an Anarchical World. It is equally undeniable 
also that we are living in a condition of world anarchy. 
Nothing makes sense in anarchy. Shall we then go about 
solemnly defying anybody to interfere with our sovereignty ? 

Before we do that let us reflect that on this constantly 
shrinking planet there can be only one fully Sovereign State. 
The Nazis might have destroyed all other Sovereignties and 
made their own good over the entire earth. Then nobody 
could have questioned the validity of German Sovereignty. 
Short of that it is conceivable that there might be two or 
three partly Sovereign Nations—Russia, let us say, on the 
Eurasian Continent and the United States in the New 
World. Each might impose its will over half the earth and 
glory in its Sovereignty—until the two clashed to see whose 
Sovereignty was really valid. But the idea of sixty fully 
Sovereign States in the Machine Age adds up to Anarchy. 
Think it out for yourself and see if you can make anything 
else out of it. Sixty supreme wills competing with each other 
and unable to live without access to the markets and raw 
materials of the entire earth can’t add up to anything except 
Anarchy. 

It does not follow that National Sovereignty must now be 
completely surrendered to a World Government. When the 
State of Virginia was formed the counties and cities of 
Virginia did not lose all their powers. They still retain the 
basic rights of self-government to this day. And when the 
United States was formed, Virginia did not lose all of her 
so-called sovereign powers. A fraction did go to the nation, 
but very important powers still remain to the state of 
Virginia. 

Similarly, we are now compelled to establish a new layer 
of government above the National States. We shall do that 
not because we want to, but because people everywhere know 
that they cannot have peace or security or prosperity without 
it. We are moving towards World Federation because 
untold millions of people are learning that the National 
State can no longer protect them. It may be that a third 
world war will have to rain bombs down on the great cities 
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of the Mississippi Valley before we ourselves know that the 
National State is not enough, but it is only a question of 
time until every people will demand the protection which 
only World Government can give. 

Will the World Federation then be everything, exercising 
all power? Why should anyone fear that? It will be given 
just as little power as will keep the peace. The great bulk of 
the Sovereign Powers of Government will remain inside the 
National States. Nationalism is still a tremendously strong 
force and it will remain so for many generations. The 
National States will not wither away. On the contrary, they 
will be the very basis, the foundation of World Federation. 
Whatever World Government we can agree upon will be 
the capstone of the structure of civilized living, not the house 
itself, or even the corner stone. The corner stone will con- 
tinue to be Self Government in our local communities and 
the house will be the National State, as far into the future as 
anyone can see. The World Government will merely make 
sure that the roofs of our national houses will not be smashed 
in by hostile bombers. It will exercise police powers, sanitary 
functions and others, not because of anybody’s theories, but 
because we must have these things done to make life toler- 


attitude be toward this hallowed idea of the completely 
Sovereign State? Shall we say “yes we know the thing has 
disappeared but the idea of Sovereignty has religious, patriotic 
significance to most people, so we must pussyfoot around it?” 
Shall we say “we know that a fraction of our Sovereign 
Power must be transferred to world authority but we must 
manage it without waking the Ideological Guardians of 
Sovereignty ?” 

For some twenty years I went along with that policy of 
trying to reconcile all international institutions with the 
idea that the dogma of National Sovereignty must not be 
disturbed. But after this second pitiable collapse of our whole 
civilization within twenty-five years I cannot stultify myself 
or the intelligence of others by giving lip service to something 
that has disappeared before my eyes. The completely Sover- 
eign National State is gone. It has been destroyed in your 
presence and mine. When Sovereign States have been ruth- 
lessly suppressed by the dozen, when tens of millions of 
people have been brutally killed, when a full billion human 
beings have been terrorized for years by world gangsterism 
ranging over this whole planet, I will not go about telling 
people that they must tiptoe around the myth of absolute 


able for us. 

We shall have World Federation only because we can no 
longer get along without it, and it will endure only because 
it does things that the National State can no longer do for 
itself. It is thus not our enemy but our indispensable friend. 

If this is a true picture of the world we live in—and I 
leave that to each listener’s common sense—what should our 


National Sovereignty. 

I choose to believe that the American people have grown 
up enough in the past few years to look the world in the face 
and to help build a decent World Organization under whose 
protection all nations can live as human beings ought to live, 
instead of blundering ahead to the destruction of civilization 
itself. 


A Local World 


BRIT’SH-AMERICAN COOPERATION . 
By ERIC A. JOHNSTON, President, Chamber of Commerce of the United States 
Delivered at luncheon of the British Chamber of Commerce, London, August 18, 1943 


COME from the extreme northwest of the United 
States, from the state of Washington, from the city of 
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This sentimental localism, which exists all over our coun- 
try, is fortified by our economics and our policies. Many 
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The first thing you have to remember in considering the 
United States in international affairs is the extraordinary 
localism on which the United States is built. We are a na- 
tion, yes; but we are a nation of ebullient localities and of 
regions which have a sort of patriotism of their own. 

Some of my fellow-citizens of Spokane are not content to 
call their region a region. They call it an Empire. Its im- 
mense wheat fields, its magnificent orchards, its colossal 
mountains, its stupendous waterfalls, its gigantic forest, call 
forth from them all the adjectives of Hollywood. To them 
the Northwest is something more than a geographical area. 
And, indeed, the states of Montana, Idaho, Washington and 
Oregon would make in many parts of the world a quite 
considerable country. 

All these merits of the Northwest, however, are matters 
of good natured contempt and derision to the citizens of 
Fort Worth, Texas. Fort Worth is fifteen hundred air 
miles from New York. Its city motto is “Where the West 
Begins.” Everything between New York and Fort Worth, 
according to Fort Worth, is mere East. Fort Worth, too, 
is an empire, the great empire of West Texas. Undoubtedly 
it was Fort Worth that produced the recent immortal Texan 
who before Pearl Harbor remarked: 

“Well, if the United States goes into this war, Texas 
will zo in, too.” 


abe . . . . . . ee . 

I Spokane. Spokane is very remote from London. Or, to Americans, in addressing British audiences, stress the re- 
put it in a more American way, London is very remote from  semblances between the two countries. I think it wiser to 

Spokane. begin by stressing the differences. Only through realizing 


those differences can we break through them and arrive at 
true terms of friendship. 

Your financial system makes your country much more a 
unit than ours is. Your great banks have branches'‘all over 
Britain. Our ideal, emphatically exemplified in practice, is 
strong independent banks in all localities. 

You have London newspapers widely read all over your 
country. Few Americans outside Washington, D. C., ever 
regularly read a newspaper printed in our national capital. 
Even our great New York newspapers have mass circulation 
only in the New York metropolitan area. 

All your radio stations are owned and operated by one 
public agency, the British Broadcasting Corporation. Our 
radio stations are all privately owned and operated under 
hundreds of different independent local ownerships. 

Your national government is a truly completely sovereign 
government. It can do anything. Ours cannot. It has only 
such powers as the people may have given it. The most 
striking clause in our national constitution is that all other 
powers continue to reside in the states or in the people. 

It is a great error to describe the United States as a 
sovereign union of sovereign states. In the United States 
it is the people alone who are sovereign. The'people of each 
state give to their state government what powers they please. 
They retain the rest. The people of all the states together 
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give to the national government such powers as they please. 
They retain the rest. 

This practice and consciousness of popular sovereignity, 
of the power to give powers to government, of the power to 
deny powers to government, and of the power' (above all) to 
withdraw powers from government, is the basic political 
pyschological fact of America. 

Add it to our sentimental localism and to our localized 
diffusion of banking power and of the power of the radio 
and of the press, and what do you get? 

You get on American who acutely questions all centralized 
dominance in any field and who is forever conducting cru- 
sades to break down private monopolies and public bureau- 
cracies alike. He does not believe in irrevocably surrendered 
powers either in government or in business. He regards all 
powers, whether political or economic, as subject to daily 
revision—by himself. 

Now what that American is in America he will also be in 
international affairs. You do not change the spots of a 
leopard by putting him into a zoo. One of the most per- 
nicious fallacies of a certain sort of world planner is that 
he thinks that if he can just put leopards and lions and 
antelopes and elephants into the same international cage they 
will cross-breed right off into an identical international 
animal. 

They will not. For centuries many countries have tried 
to make you less British. We have even tried to do it by 
marrying into Britain. But what is the result? Right out 
of an inter-marriage with an American you today have the 
most British Prime Minister of your whole history. You 
do not lose your spots. Nor shall we. Let us put that truth 
down in the prologue of every attempted act of mutual col- 
laboration between us. 

I will now commend three American spots to your par- 
ticular attention because they have a particular importance 
in international affairs. They are mostly implicit in the 
description I have already given you of the American’s per- 
sonal and institutional character. 

The first is the average American’s unshakeable conviction 
that out of many races he has made a new race. This means 
that we ought to put a dead stop to all palaver on either side 
of the ocean about how blood is thicker than water and about 
how Shakespeare wrote Hamlet in the English language. 

We know that the Parliamentary legislation which drove 
the American colonists into revolt was also written in the 
English language. We know that Homer wrote the Iliad 
in the Greek language but that neverthless the Athenians 
and the Spartans fought each other to the exhaustion of the 
Greek world. We know that till we Americans took to fight- 
ing wars against Germany we fought our principal foreign 
wars and overwhelmingly our principal diplomatic disputes 
against you. There is nothing more boring to the normal 
American than the canting hypocritical attitude of the ab- 
normal American toward the realities of our historic rela- 
tionships to Britain. 

I will give you a telling incident. It has to do with my 
own region in the United States. It was then called the 
Oregon Territory. You claimed it because Sir Francis 
Drake, on one of his voyages, took a look at it. We claimed 
it because our Captain Gray once sailed into one of its rivers. 
You claimed it because the Hudson Bay Company caught 
a mink in it. We claimed it because our fur trader John 
Jacob Astor also caught a mink in it. At length you and 
we agreed to a joint occupation and a joint government of 
it. Now note! 

We and you were at that time much more of the same 
breed than we are now; and we and you at that time, in 
vocabulary and in accent, spoke the same language much 





more than we do now. Yet we could not amicably operate 
that joint occupation and joint government of the Oregon 
Territory. It was a continuous failure and led only to addi- 
tional friction. 

Thereupon a gentleman from Tennessee, of the name of 
James K. Polk, ran for President on the proposition that he 
would drive the British out of the whole of the Oregon 
Territory by force of arms. The farthest northern limit of 
the Territory was fifty-four degrees and forty minutes. Mr. 
Polk’s slogan was “Fifty-Four Forty or Fight.” It pleased 
the American people more than anything out of Shakespeare. 
Mr. Polk was blazingly elected; and we might have had a 
good war with you, had not Mr. Polk gone and got himself 
almost immediately into a war with Mexico. 

He then became rather timorous. He decided not to fight 
a war with Mexico and a war with the British Empire at 
the same time. He compromised with you on the Oregon 
Territory. We took what is now our states of Oregon and 
Washington. You took what is now British Columbia. And 
the incident illustrates two things. 

One is that joint occupations and joint governments of 
geographical areas are, as we say in America, strictly the 
bunk. They cannot be operated even between you and us; 
and still less can they be operated with other peoples who 
are even more different. 

The second thing illustrated is that quarrels can occur 
between peoples whose blood has the same thickness just as 
readily as between peoples whose bloods have different specific 
gravities. Now let me make myself absolutely transparently 
clear. I am among those Americans who want intimate 
friendship with Britain. 1 am among those Americans who 
want intimate and intense cooperation with Britain. I am 
among those Americans who believe that such a cooperation 
is the world’s biggest hope for a fair future. 

I am one of those Americans who feel that even by co- 
operating together we may not solve all of the problems of 
the world, but if we fail to cooperate, then none of these 
problems will be solved. But I want to base that coopera- 
tion not on fiction but on reality. What is that reality? 

It is this: 

You are pre-eminently a people trading in all continents 
and on all seas. Your over-seas outposts give you unparal- 
leled facilities for maritime commerce. We front on both 
of the world’s two great oceans; the Atlantic and the Pacific. 
We stand midway between the developed European conti- 
nent and the undeveloped continent of Asia. Apart, you and 
we can turn into bitter rivals. Together, you and we, with 
our manufacturers and our exports and our investments, 
can be the world’s mightiest force toward lifting all the 
world’s regions toward a higher and higher level. I mean 
not only higher level of prosperity and of material welfare 
but of enlightenment and of truly human development and 
betterment. 

In other words, and to sum this point up, we cannot, as 
I look at it, cooperate on the basis of racial sentimentality. 
We do not like racialism when we see it in the Germans, 
and we ought not to like it in ourselves. But we can 
cooperate, | believe, and we will cooperate, I predict, if we 
aim our cooperation at a world purpose and a yood world 
purpose. 

This war has taught America that the “ramparts we 
watch” no longer terminate at the water’s edge; that a 
durable peace cannot rest on the shifting sands of an unsure 
foreign policy. It can only rest on the solid rock of a foreign 
policy that has the non-partisan support of all of our people. 

But I come then to my second spot on the American 
leopard. The American, as I told you a few moments ago, is 
overwhelmingly opposed to private artificial monopolies. He 
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realized that such things as natural inevitable monopolies 
exist. An instance is telephone service. Nobody wants two 
telephone services in the same town. But where competition 
is natural and feasible, the American desires competition and 
vigorously strives to maintain it. 

Virtually alone among the world’s great nations, the 
United States has legislated emphatically and repeatedly 
against artificial monopoly and artificial trade practices. Our 
laws utterly forbid such domestic devices as the dividing 
of markets, the allocating of outputs, the fixing of prices by 
trade groups. 

It follows that no American can intelligently and sincerely 
promise you any cooperation in any system of world-wide 
cartels. Our law is unsympathetic toward it; and our tem- 
perament is utterly hostile toward it. “The average American 
would call it economic imperialism, and he is against it. 

He similarly, and within the same bracket of thought, is 
against political imperialism. President Roosevelt's Good 
Neighbor policy toward Latin America is no mere personal 
whim of his. President Coolidge began the Good Neighbor 
policy by withdrawing our marines from Santo Domingo. 
They have been withdrawn also from Nicaragua and from 
Haiti. We have surrendered to Cuba our treaty right to 
intervene in Cuban affairs. We have pledged independence 
to the Filipinos on a definite date. We are in full retreat 
from the political imperialism into which we were plunged 
by the Spanish-American War and President McKinley. 
And there is no ambition whatsoever in the average Ameri- 
can’s breast to return to it. To him such a course would be 
political imperialism; and he is against it. 

This means a certain thing and it does not mean a certain 
other thing. It does not mean that the average American 
wants in any way to tell you what to do with the British 
Empire. It is only a tiny minority of Americans that proffer 
you unsolicited advice on that point. Many an American 
reflects upon what Gibraltar and Malta have meant to our 
own navy and army in this war. He reflects upon the fact 
that if you had been only this island and if you had not also 
possessed stations of power and sources of supply in Africa 
and in Asia, the forces of liberty in this world would not be 
standing where they are standing now: on the threshold of 
victory. 

On that threshold, we of America salute you of Britain 
for the magnificent fight that you made, standing all alone, 
during the darkest period of the war. We glory in the quiet, 
dogged and inspiring courage with which for many weary 
months you took it while you got ready to give it. 

The average American was entertained and delighted 
even though he wasn’t persuaded by your Prime Minister’s 
emphatic declaration that he had not taken office to preside 
over the liquidation of the British Empire. The average 
American expects Mr. Churchill to be stubborn, as well as 
witty and eloquent; and the stubborner he is, the more the 
average American grins and applauds. Your Prime Minister 
is certainly one of the most popular British Prime Ministers 
that America has ever had. 

Just the same, and in spite of Mr. Churchill’s popularity 
among us, and in spite of the average American’s entire 
willingness to let the British Empire be Mr. Churchill’s own 
sole headache, our American anti-imperialism in the politi- 
cal field does mean exactly what our anti-imperialism in the 
economic field means. It means what I am now about to 
say to you after long deliberation as to whether I should say 
it or not. I have decided to say it. 

Americans overwhelmingly have no inclination to try to 
revise your economic methods or your political methods in 
the international field. On the other hand they do not 
intend to revise theirs. They do not intend to practice or to 


promote political dominance or economic dominance by 
people over people anywhere. They respect your conscience. 
They also respect their own. They want to start with the 
situation as it is. Only our extreme and unrepresentative 
theorists in the United States want to start with a new 
heaven and a new earth. Americans overwhelmingly want 
to start with things as they are and then see what coopora- 
tion between Britons and Americans is possible. This can 
be accomplished without injury to conscience on either side 
and with benefit not only to both sides but to other peoples 
as well. 

I think I can see a quite sure chance of cooperation of that 
kind in what I have chosen to call the third spot on our 
American national character, although it is really a coagu- 
lation of spots. I have spoken to you about Spokane and 
Fort Worth and about the intense interest of Americans in 
building up localities and regions. The normal American is 
a natural boomer and booster. We sometimes have thought 
in America that it would be a nice thing to toss ten Cali- 
fornia boosters and ten Texas boosters and ten Florida 
boosters into an amphitheatre and give the last man up the 
right to declare his state the greatest in the Union. 

Now this boosting quality of the American can be turned 
into an international direction. In fact, it is already so 
turning itself. In America today there is a great interest in 
seeing what can be done to build up the earning power and 
thereupon the buying power of those regions of the world 
where today the local buying power is scanty. 

Many Americans have seen that it will continue to be 
scanty unless the earning power is enlarged. They have seen 
that you cannot sell many sewing machines to Bolivian In- 
dians, for instance, unless Bolivia has a staunch and thriving 
economy of its own. Hence in America today many active 
businessmen are considering not just how to sell things to 
Bolivia but how to promote Bolivian development by Boliv- 


lan energy. 


For the name Bolivia you could substitute the names of at 
least thirty other countries in our present world. They all 
need an inward impetus upward. And please know that I 
am not talking about philanthropy. I am not talking about 
gratuitous expenditures either by you or by us for parting 
the hair and brushing the teeth of so-called backward 
peoples. I do not want to make those peoples into the 
wards of the great nations. I am against the arbitrary 
economic power which would exploit them; but I am equally 
against the condescending economic power which would try 
to pauperize them. 

Gentlemen, the undeveloped regions of the world want 
our American and British capital but they want to mingle 
it with capital and representation of their own. Businessman 
after businessman in country after country in the course of 
my recent South American trip volunteered the same sugges- 
tion and the same proposal, namely: 

We need technological advice and assistance from outside. 
We need new money from outside. But we have money of 
our own, also. Sometimes a little. Sometimes a lot. We 
would like to see your money and our money operated to- 
gether to lift us up from being economic colonies to being 
countries with an economic independence of our own. 

I do not fear that kind of talk. I welcome it. I think 
that the more a country passes from economic backwardness 
to economic forwardness, the more it will buy. You are one 
of the most completely industrialized countries in the world 
and you are our best customer in the world. “Better and 
better customers all over the world”: that is the objective 
of the cooperation I would like to see between the business 
of Britain and the business of the United States. 








William O. Douglas 


11 





We today have more capital than you. But you have 
more knowledge than we have of the management of capital 
internationally in the mazes of credits and currencies and 
exchanges. You have the greater skill. We have the greater 
weight. Let us pool them; but on these terms: 

The capital employed shall be private capital and free 
capital and competitive capital. In its British-American in- 
termingling it shall include an inter-mingling with what- 
ever capital may volunteer itself in the regions of new 
investments. 

And, finally, it will not recoil but rejoice on the day when 
every such region, however now seemingly weak, may stand 
up alive and alert on its own business feet. 

I believe those are premises upon which your enterprisers 
and ours can unite. Such a course, certainly, would be an- 
other vindication of a principle of development that is 
firmly rooted in the thinking of the average American 
businessman. 

Already he thinks that everybody ought to have a good 
home town. It is no jump at all to the idea of a bigger and 
better Chungking or Teheran—or any other place that could 
be made bigger and better, with lots of people owning their 


homes, buying more refrigerators, and flitting about at 
night under more and more neon lights. He understands 
all that in a flash. 

And has it nothing to do with peace? I say it has every 
thing to do with peace. Behind the concept of a bigger 
and better home town there is a vision toward a good 
country—and ultimately, somehow, a good world! 

Therefore I make no apology for our American localism. 
I take pride and comfort in it, for it holds the germ of a 
soundly-based world hope. It is close to the lives of men 
and women. I think we have talked too much of peoples, in 
the mass and not enough of people, who make the locality. 
You will never get a good world except through good lo- 
calities; you will never get good localities except through 
good people; and you will never get peace except through 
a good world! 

A good world, based on good localities, a prosperous and 
healthful whole, based on prosperous and healthful parts,— 
this will reveal to skeptical and wearied human eyes the 
basic truth upon which peace must be built: The truth of 
the eternal sameness of human desires and asperations. And 
that, after all is the truth of man’s essential brotherhood. 


A Challenge to Our Age 


“LIBERTIES CANNOT BE FORCED UPON PEOPLE” 
By WILLIAM O. DOUGLAS, Justice of the U. S. Supreme Court 
Delivered before the Commonwealth Club, San Francisco, California, September 10, 1943 


E ARE living in an era of fundamental change. 
W One age is giving way to another. The process of 

change was set in motion before the present war 
began. The war is indeed a violent chapter in its history. 
But this war—huge and disturbing as it is—is hardly the last 
chapter in the transition. 

The war is a challenge. It is a challenge not only to our 
ability to produce guns and tanks and planes, and to use 
them in the field. If that were all, we would not be talking 
and thinking about the future as we all are doing today. But 
the war is more than the immediate challenge of military 
might which we are meeting so triumphantly. It is part of a 
continuing challenge to our whole way of life. 

Military victory will not automatically provide a solution 
to those problems. Something more will be required of us. 
Our moral stamina as well as our fighting strength is being 
tested. For it is up to us to prove that our democracy can 
adapt itself to new circumstances, yet carry with it the values 
it has achieved in the past. This war is a test—a test of our 
wisdom, and our strength and our faith. 

China, Britain, Russia—each passed the test of survival. 
Their successes were not lucky accidents. They were genuine 
victories, earned by millions of people. They demonstrated 
a basic principle of history. Each battle proved that national 
integrity is a prerequisite of national survival. The cases of 
China, Britain and Russia show that, in time of supreme 
national crisis, when a people have only their faith left to 
fight with, they can—if they feel they must—convert and 
transmute their national integrity into a decisive weapon of 
national defense. 

We need not be concerned when the minds of the Ameri- 
can people are in a ferment of doubt. Trial by doubt is an 
ordeal from which nations, like men and women, gain both 
wisdom and stamina. Nor should we be frightened when 
a world crisis provokes a mood of self-questioning among 
us. This doubt, this self-questioning, is not mysterious nor 


humiliating. On the contrary, it is a challenge which a 
vigorous and healthy people must always welcome. It is a 
challenge which should make us glad to be living at a time 
when so much is demanded of us, when entire nations can 
rise to heroic heights. In the history of mankind turbulent 
years are more nearly normal than placid ones. Societies 
either advance or they disintegrate. That is, perhaps, the 
first law of life. 

Any era of transition or change provokes uncertainties. 
The old dogmas are no longer sure. The old truths seem 
to have been refuted. At such times—and especially when 
the climax of a great and bloody war is approaching—the 
whole basis of life is invariably altered. We cannot know 
what will come to take its place. But we may all be sure 
that the end of this war will be the signal for the beginning 
of a new struggle—a struggle of a different kind. It will be 
on the moral and social front. Upon our skill and wisdom 
in that endeavor will depend our chances of building success- 
fully a new America; of shaping her to our historic ideals; 
of making her new stature a guarantee of freedom, of 
strength, and of promise to the world; of saving a new 
generation from the terrible necessity of having to fight 
another World War. 

We cannot escape the test nor evade the issue by pretend- 
ing that the familiar world of the past sixty or seventy 
years is more than a memory and a tradition. We were 
brought up to live by its facts and ideals. We honor our 
past, and we propose to live by our traditions, not blindly, 
but selectively and intelligently. 

America has never stifled life; it has always grown. 
America has never worshipped any imaginary absolute of 
perfection. As a people we have understood that a gulf 
must always separate what men have from what men want. 
That is why we are tireless in our pursuit of the better. 

America has endured, America has remained true to her- 
self, because she has changed many times. The men who 
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created this country knew that empires and eras, like people, 
grow old, become feeble, and die. ‘The men who have spoken 
for this country in every chapter of her growth have known 
it, too. 

In the same spirit of reverence for our dynamic past, with 
the most profound determination to use the great American 
tradition as a living guide to the world about to be created, 
we must admit frankly that the world into which we were 
born has died. We will dishonor our past if we deny the 
challenge of today. We, the generations now living, have 
a great historic chance to preserve the ideals we inherited. 
It is the same chance our fathers had. But it is also up to 
us to discover new goals, to find the new truths which the 
new age we are moving into will need, if the Americans of 
the future are to be proud of their history and traditions. 

The task will not be easy. We'll have to make up our 
minds to live with our doubts and with our worries, with 
the problems to which no one today can give a simple or 
positive answer. While we must not under-estimate the job, 
neither must we let its complexity—its immensity—appall 
us. This is not a country of men who are refugees from the 
past. ‘This is not a nation of men and women who cling to 
the past because they do not understand the present and 
because they fear the future. Nor is it a country of men 
who are willing to sell their souls for a promise of security. 
This is a country of men and women who will accept the 
challenge of what lies ahead—all of them ready to do their 
part; all of them living with a sense of responsibility to their 
children and to the American Creed they want to hand on 
to their children’s children. 

‘The last great period of change and growth which America 
went through, some eighty years ago, was more like our own 
than we have been brought up to think. 

‘The 1840's and ’50’s were a time of social ferment and 
intellectual probing. People were beginning to re-examine 
the values that their parents and grandparents had lived by. 
New religious groups sprang up just as new political ideas 
did in our day. And the period was climaxed by a war as 
bitterly fought and as fundamental in the changes it brought 
about as any in history. 

Abraham Lincoln was not only the protagonist of his age. 
He was the symbol of all its inner meaning. No man could 
have been more tortured by doubt. No man could have felt 
more deeply the consequences of the action he knew he must 
take—action that he was sure was right . and yet which 
destroyed a way of life and meant death for thousands of 
young men. 

Lincoln met the challenge of his own time successfully. 
But no one knew better than he that there would be new 
challenges to meet, new periods of change and doubt, new 
ages of transition and revaluation. Some of the problems of 
his age still face us. Lincoln left us no panacea, no lifeless 
and entire peace. He handed down to us, rather, an oppor- 
tunity to preserve America in its own image, an opportunity 
to build anew. What he felt and thought and suffered is a 
barometer of all the spiritual striving and search of his era 
and a measure of its heritage for us. 

Out of the confusion and disorder of that day came one 
of the most vigorous and lusty periods the world has ever 
seen. The age of crude growth and ruthless strength is not 
one that we want to repeat. But the vitality and the promise 
of our post-Civil War life were as real as its crudeness. There 
is no reason for us to think that America cannot experience 
such growth again. Out of our own experience can come a 
spirit as powerful but wiser, a purpose equally determined 
but even better fitted to the world of tomorrow. 

The decision of the Civil War that all labor in America 
would be free labor ushered in the greatest, most dynamic 





of all industrial revolutions. To some, looking back today, 
it is a Golden Age of enlightened self-interest and free enter- 
prise. To others, it is the dark story of the marauding barons 
of high finance . . . of exploitation . . . and nothing more. 

Neither of these views tell the story, which is far more 
dramatic than any special pleading can make it. The last 
80 years saw us grow from a sprawling adolescent, import- 
ing economy to an industrial power greater in many ways 
than all the rest of the world put together. Our wilderness 
became farm land, our frontiers were transformed by blast 
furnaces and machine shops and factories of every kind. We 
were needlessly wasteful of our resources, and we left prob- 
lems and evils in our path. But we made more things than 
any nation had ever made before and we gave more of them 
to more people. We were America. We were the trail blazer 
of the world. We pictured abundance to succeed scarcity. 
And we groped toward that goal. 


But what we gave to our people—what our people made 
and took for themselves—was not just wealth and material 
things. We also fashioned new liberties. No nation has ever 
been free as we have been free. Nor did any nation ever 
dare dream of growing as free as we did. The immigrants 
from Europe who came to our shores had heard stories— 
incredible stories—of gold in the streets, and shoes for every- 
one. But it was the other stories they heard, the stories that 
had the word liberty in them, that also brought them across 
what was then the wide Atlantic. It was the news that you 
could say what you wanted, and think what you wanted in 
America; that you could worship your God or argue about 
Him as your conscience told you to; that you could become 
a citizen and vote for the people who governed you; that you 
did not have to cringe before officers in uniform, that your 
children could go to school, free school, and learn to read 
and write and grow up to be somebody. They learned that 
civil liberties meant not only their right to say what they 
liked and the other fellow’s right to say what the liked. They 
learned that the true meaning of those liberties was the right 
of the other fellow to say what they did not like. 

Because of those things they learned to live together with 
other people whose fathers their fathers had always fought 
in the Old World. They and their children became Ameri- 
cans. They came, and they worked, and they fought as they 
are fighting now. They learned how to speak their minds 
and make their needs and desires felt while accepting the 
equal right of people of different views to do the same. They 
made themselves a place alongside the descendants of the 
older waves of immigrants. Because they could do this, 


because it was the freest land in the world, America became 
the richest. 


That is a primary lesson we can learn from the earlier 
era of American development. Our people won new liberties. 
They did not reach Utopia. No one ever will. But within 
the wide framework of those new liberties we were able to 
produce the good things of life more abundantly than any 
other nation. Our wealth and our power have been a direct 
outgrowth of our freedom. 

In that connection let us not forget that in the last cen- 
tury we offered the common man something few other nations 
did—opportunity. He was not bound by inherited class dis- 
tinctions. He could make money, win professional distinc- 
tions, acquire political power within the framework of a 
republic, or simply pursue his own idea of happiness as he 
wanted within the bounds of a reasonable penal code. 

Those are the ideals of freedom and liberty that have 
made us the inspiration of the world. 

Those are the ideals of liberty and freedom for the indi- 
vidual which we must never lose. 
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Now that our positicn in the world—our very existence 
as a nation—is being challenged, all Americans are consider- 
ing what our policy toward the rest of the world should be 
when the war is won. 

Some say the rest of the world is no concern of ours, that 
we ought to let it stew in its own juice while we devote 
ourselves to solving our own problems. Others feel that our 
problems are merely a part of international issues and that 
we must take on the responsibility for solving those inter- 
national problems before we can expect to get anywhere with 
domestic questions. 

Each group is convinced that only the attitude it advo- 
cates will protect our liberties, and that to follow the rival 
course would ruin democracy in America. 

If we look at the influence on the world that this country 
has had in the past, we may get a clue to how we ought to 
behave in the future. It is perfectly true that our domestic 
problems are part of a larger picture. All that we do to 
solve our problems at home is immediately radiated out to 
the rest of the world. 

At the same time, we should not forget that every other 
nation knows more about its own troubles and problems than 
we do or ever can. No matter how high our ideals or mo- 
tives, we can hardly qualify as managers of the affairs of 
other nations. What may be good for them may be anathema 
to us or vice versa. The history, the traditions of people 
vary throughout the world. Each must work out its own 
destiny. We should let others have the same free choice 
which we reserve for ourselves. 

Even if we wanted to, we could not assume sole respon- 
sibility for solving international problems. 

Moreover, we must not disparage and underestimate other 
peoples’ ability to help themselves. 

But there is a great deal we can do. We cannot force 
other countries to act as we wish or to emulate our way of 
life. But if America continues to be a country worth follow- 
ing, she will be followed. If our standard of life and our 
respect for the individual and his freedom, are still vital and 
inspiring, they will inevitably awaken similar desires in other 
lands. 

But other peoples must feel that our attitude toward them 
is friendly. We must show them that we are more than a 
great tutor; that we can learn as well as teach. 

Above all, our word must be good. 

The world is going to need—and it will welcome—as 
much competition as the people of America have always 
insisted on at home. 

Liberties cannot be forced upon people. But we can kindle 
the imagination of the citizens of other continents with the 
idea that they would do well to achieve such liberties for 
themselves. After all, nothing succeeds like success. 

We cannot expect our prestige throughout the world to 
rise above the level of our own accomplishment at home. 
Our world problem, far from conflicting with our domestic 
job, should stimulate us to do it better. If we want the 
security of friendship with like-minded neighbors, we will 
show the world that our democracy can outperform any 
other system. No counter-propaganda can stand against that. 

In the era now ending we have been the inspiration of 
the world, the symbol of progress to even the most progressive 
countries. To keep the American tradition alive, we must 
continue as the trail blazer of the world in the age now 
dawning. 

During the crisis of Lincoln’s day, the political party in 
power in England was ready to enter our Civil War against 
the North. It was the common people of Britain who stopped 
the move. The war meant hardship to the textile workers 
of Manchester, thrown out of employment because the 


Northern blockade was cutting off supplies of cotton. But 
although the British Navy might have broken the blockade 
and put them back to work, although gentlemen across the 
sea who were supposed to be so wise were for war, the 
textile workers protested. America was not just the country 
that sent them their raw material. America was a dream in 
their hearts. They would not fight her. They would not 
let their rulers make war upon her. 

Those people are allies worth having. They are the ones 
who said in England four years ago, ‘““We will have no more 
appeasement. We will honor our obligation to Poland.” 
They are the ones who three years ago stood up when hell 
rained on London and Coventry, on Bristol and Portsmouth. 

They are the Chinese farmers who turn soldier by night, 
who keep Japanese rifles hidden in their huts and blow up 
bridges with home-made hand grenades and risk torture that 
China may live. 

They are the Russian people who held at Stalingrad and 
today roll back the Nazi hordes towards Berlin. 

Those silent millions are our real neighbors in the world 
now being born. They are taking the place of the decadent 
and irresponsible castes that traditionally controlled old- 
world politics. They have moved closer and closer to the 
council tables where power politics has always flourished. 

Those silent millions—the common people of the world— 
are paying for the war—as they have paid for all wars— 
with their blood and their suffering. They insist that the 
world of tomorrow offer more to youth than the creed of 
cynicism. They insist that the world of tomorrow not make 
a mockery of those killed and sacrificed in this war. 

We failed in 1918. We must be wiser this time. We must 
attain new maturity if we are to make our victory in this 
war a fitting end to the struggle that achieved it. Our 
chances of success increase with the ascendency of these 
silent millions to a greater position of power. 

To fight in the manner of the Allies, a nation must have 
more than a fine army and good equipment. There has to 
be an idea in the hearts of the people, soldiers and civilians, 
that will give them something to balance against the supreme 
sacrifices of war. 

The fighters and the working men and women of the 
Allied nations are not waging war on the basis of lies and 
deceptions and false promises. They have ideas about what 
they expect their world to be at the end of the war and how 
they want to improve it. Those ideas are largely private 
and unexpressed, but they are there. You might call them 
individual war aims. But they are private and personal only 
on the surface. Underneath they are so widespread and 
universally held that they point to fundamental change in 
the shape of the world, to more freedom and better material 
conditions for all. 

That combination, that determination to gain new liberties 
and higher standards of living at the same time, is very 
American. If the fiery hope for freedom is the heart of the 
dream, the material gains are its outward symbol. Today 
that American dream is burning all over Europe and Asia. 
It burns brightly in the lands successfully closing in toward 
victory. It burns sullenly and obstinately in the hearts of 
the conquered who await a new day. It has now been kin- 
dled anew in Italy. With the end of the war, it will shape 
itself into a drive of such force that it can be ignored by 
none. 

On the material plane, we see first of all irresistible pres- 
sure for a universal rise in living standards. There will be 
a demand for material necessities and luxuries of life even 
from the most backward economies. To meet that demand 
new industrial areas will appear and old ones will grow 
larger. What happened in America 60 and 70 years ago 


Shay seh! 


at 





. - 
. yaGngecaaeen cee a ei, ee ne) 








RT eS 








14 


Vital Speeches of the Day 





will:begin to happen in other nations throughout the world. 

That new industrialization need not be a threat to us. 
The increased productivity of one nation can profit all its 
sisters. A higher standard of living in Europe and Asia and 
Latin America will mean enormously increased markets 
for our goods, 

Nothing could be more fallacious than the ancient theory 
that backward peoples can be exploited as outlets for indus- 
trially produced goods. Even if backward peoples want such 
goods, they do not have the money to pay for them. Profit- 
able trade can exist only between countries on a fairly equal 
footing economically. 

We should not be disturbed if the other nations of the 
earth begin to grow more like our own. In fact, America 
can expect to profit from the economic gains other continents 
are sure to make in much the same way as our industrial 
East is bound to gain from our development of new pro- 
ductivity here in the West. 

With more and more things in common with other nations 
we can come closer and closer toward a real and functioning 
community of nations. And we must not forget that any 
real community of nations can exist only among equals. Our 
own history proves that. 


Some think our period of leadership in the world is ended. 
Some say we shall have to yield our position of trail blazer 
to some other more dynamic power. But I cannot agree. I 
believe that we will go on to realize a way of life better than 
has ever existed before. America is not decadent. It has 
never been so strong. Its truly great achievements lie ahead 
of it. 

The future will be strange to us. Its problems will be 
new. They will be more difficult than any we have had. 
None of us knows what new things we shall make together 
here in America during the years of trial and struggle ahead. 

But of one thing I am sure. What we make will not be 
a denial of our past. America will reverence freedom as it 
always has. We shall not surrender or compromise our ideals 
of liberty and freedom for the individual. We shall not lose 
the basic civil liberties guaranteed at the birth of our country 
in the Bill of Rights and supplemented during the years of 
our growth by Congress and the courts. Those rights are 
the touchstone of what we must demand from the future. 
As long as our citizens are free to think, to write, to speak, 
to vote as they please, we can never be untrue to ourselves 
and our past—and we can never fear to compete with any 
nation for a position of moral leadership in the world. 


What Is Ahead in the Americas 


COMMERCIAL RELATIONSHIPS 
By J. C. ROVENSKY, Vice President, Chase National Bank of New York 
Delivered at the War Service Meeting of the American Bankers Association, New York, September 14, 1943 


N thinking about what lies ahead for the Americas in 

the post-war period it is necessary for us to try to visual- 

ize what the general picture will be when peace comes. 
If the succession of events should develop as now seems 
probable, the end of the war in Europe will come first. 
Then later, after victory has been achieved in the Far East, 
the world will be at peace again. And peace as it comes in 
each area will confront us with the problems of post-war 
reconstruction. ‘Therefore, the road back to normal peace 
time conditions will be long and will be marked by succes- 
sive stages of progress. ‘The machinery of recovery and 
rehabilitation will start in low gear, then go into second 
speed, and finally into high speed. 

At home, the conversion of our war industries to fit into a 
peace time economy also will swing through successive stages 
but at a swifter pace than can be achieved in reconstruction 
overseas. It may be possible to commence assisting in Euro- 
pean reconstruction while the war still is being fought in the 
Far East, but such assistance probably cannot be rendered 
on a great scale until final victory over Japan has been won. 

The building of a new Far East will be a stupendous 
task. There will be so much to do. The Philippines, along 
with Australia, the Dutch East Indies, and other areas will 
be revitalized with new hopes and new ambitions. This 
situation will bring us, as Americans, great opportunities 
and, if we accept them, great jobs to perform. 

However, much will depend on the attitude of our own 
people. Will we really become internationally minded, and 
in which parts of the world will we have a greater interest? 
Which will seem more attractive? Which will bring the 
greatest opportunities? After we consider these questions in 
the aggregate, as a nation and as individuals, in the light 
of a world which has been largely torn by war, there is no 
doubt that we shall focus much of our attention on our 
neighbors in the western hemisphere. We shall be inspired 


by the forward march of the Americas, now more closely 
bound together than ever before. 

It is important to note the changes which have occurred 
in inter-American relations during the war years, as the 
necessities of war time have produced mixed blessings. The 
peoples of the Americas were forced into greater inter- 
dependence by the loss of world markets and world sources 
of supply. This made it necessary for us to cooperate more 
intelligently and more thoroughly with each other. 

At the same time, scientific and technological developments 
have brought us substitutes and new materials, some of which 
are here to stay. Just as the war created a new situation in 
this respect, so with the coming of the peace still another 
pattern will develop. There will be new dislocations and 
new problems affecting raw materials. The marvelous devel- 
opment of synthetic rubber in the United States is a case in 
point. Many authorities have expressed the opinion that the 
synthetic rubber industry is here to stay. However, the 
supplementary natural rubber that has been produced in 
certain countries of the Americas under the spur of war 
necessity doubtless will be used within the producing 
countries to meet their own needs. 

The production of fibres, twine, rope and burlap likewise 
can survive in the Americas, as well as the production of 
edible and inedible vegetable oils, which has been greatly 
accelerated during the war. 

It is an exceedingly important fact that the countries to 
the south of us in this hemisphere constitute the only part of 
the world which on balance will emerge better off at the 
end of the war than before. As a result of the sale of vast 
quantities of materials needed in the war effort of the United 
Nations, without which our fighting machine would have 
been slowed down, the countries of Latin America have 
been able to accumulate a substantial reserve of dollar bal- 
ances. These reserves of dollar exchange have mounted high 
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because of our inability to supply in wartime much of the 
manufactured goods and other commodities needed by the 
countries to the south of us. Naturally, those countries will 
be more “U. S. dollar-minded” than ever before. They will 
have incurred a deficiency of at least three years in many 
things which they greatly need and for which they have 
looked to us in the past. Naturally, they will be eager to 
absorb the products of our great manufacturing industries 
in the United States. 

However, as the markets of the world gradually reopen, 
the natural trend will be for each country to expand its 
buying from those areas in which they are able to sell their 
products. That trend in turn depends on the kind of a 
world we will have and the pattern of trade that the world 
will adopt. If agreements and understandings cannot be 
reached which will make for a free world in which to trade, 
then man-made shackles again will restrict the free flow of 
goods. 

There is little doubt in my mind but that the countries 
of the western hemisphere are on the threshold of a great 
development. But here again much will depend on post-war 
conditions and also on the degree of mutual interest which 
develops between our country and the various other countries 
of this hemisphere with respect to post-war cooperation. 

For instance, the areas of South America that lie in the 
temperate zone, where the agricultural products are basically 
the same as those of the United States and Canada, naturally 
must compete with us on the world market in disposing 
of whatever surplus of those commodities may be produced. 
This economic fact ought not to be permitted to continue 
as a source of irritation and misunderstanding. 

The American industrial and business interests which are 
wisely giving consideration to the extension of their opera- 
tions in South America will receive the collateral benefits 
of the pioneer work which our industry has done in the past 
in the countries to the south of us. Many pioneer companies, 
including Singer Sewing Machine, the Linotype, National 
Cash Register, and International Harvester, have made it 
easier for our automobiles, refrigerators, radios and aircraft 
to be accepted, because United States products were found 
to be good. The radio, the movies, the catalogues and our 
North American merchandise are making us all kin. 

I have endeavored to draw up a hypothetical balance 
sheet of our inter-American relations as such a balance sheet 
might appear at the end of the war. On the asset side, the 
pluses, are the following items: 

1. We have shed blood in a common cause,—there can 

be no stronger bond. 

2. We have developed a closer understanding. 

3. The Latin American republic will have more United 
States dollars than ever before and they will be more 
dollar-minded. 

4. Certain of their industries, notably the mining indus- 
try, have been materially expanded, and the production 
of rubber, fibres, and oils has been sharply increased. 

5. The nations to the south of us have greatly developed 
their trade with each other—a most useful trend. 

6. Air transportation has conquered distances and natural 
barriers. 

7. The peoples of the Americas to the south of us have 
set their sights higher. They have the ability and the 
ambition, as well as the resources, to go ahead. 

Now on the liability side of the ledger may be listed some 

minus items, as follows: 

1. There will be some remnants of Nazi influence here 
and there working hard to poison inter-American rela- 
tions. 


N 


There may be some degree of resentment over the 
inability of the United States to provide urgently 
needed materials to our southern neighbors during 
wartime. 


3. There will be in some countries great expectations of 
liberality from the United States. 
4. There will be a number of unsolved defaulted debt 


situations. 


5. I fear that in some areas there will be a growing 
nationalistic trend, a feeling of self-sufficiency, tending 
to induce restrictive legislation affecting immigration 
and activities of foreign companies. This trend may 
retard and greatly hamper commercial and industrial 
developments where outside assistance would be useful. 


However, one can see at a glance that on the whole this 
balance sheet presents a very favorable picture. It is my 
opinion that in this attempt to take a frank and realistic look 
at the inter-American scene we may find many reasons for 
encouragement and optimism. 

A large number of individuals and companies in the 
United States are contemplating and investigating possible 
opportunities for post-war business in South America. I hope 
that they realize that the peoples in the South American 
countries themselves are doing some planning and investi- 
gating of their own. After all, each country belongs to its 
own people and they properly will set the pattern and decide 
what they think comes first. However, if we on our side and 
they on theirs in this western hemisphere fail to find a 
formula for development which will work out to our mutual 
benefit, then we both will be the losers. 

All of us as businessmen may rightfully take pride in the 
outstanding achievements which capital and management 
from the United States have made in developing the natural 
resources of many countries in the western hemisphere. The 
real significance of teamwork and cooperation in that field 
becomes apparent when we stop to consider that millions of 
tons of copper in the Andes mountains were of no practical 
value lying dormant deep below the surface. But the enter- 
prise, large capital investments, and great engineering skill of 
men from the United States, together with rugged native 
workers, have made it possible to extract that copper from 
the mountains, transport it to factories; and fabricate it into 
gleaming wire and other products which serve mankind in a 
thousand ways. At the same time, the people of those 
copper mining countries in South America have benefited in 
wages and tax revenues that have contributed substantially 
to the life of their communities. 

Similarly, let me remind you that it needed more than the 
combination of fertile soil and tropical climate to lift the 
banana plant from its secluded place as a rare table luxury 
to its position as a great staple food used by millions of 
people. It was the vision, the organizing genius and market- 
ing skill of businessmen from the United States, together 
with large capital investments, which accomplished that 
transformation and at the same time brought about an inflow 
of wealth and an improvement in the living standards of 
those areas where the banana industry flourishes. 

At this point I should like to attempt a brief appraisal of 
some of the problems in the area of finance and investment. 
Most of the countries in the. Americas have substantial, long- 
established commercial banks of their own. Those banks 
handle most of the local and domestic business and there is 
no important conflict between them and the branches of 
United States banks and other foreign banks which operate 
in the various countries. The North American branch banks 
comprise a useful part of the financial machinery in those 
countries and are constructive factors in developing their 
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foreign trade. ‘There is a need and a place for both the 
domestic and the foreign commercial banks and it is quite 
important, in accordance with the principles of commercial 
banking, that these institutions, the bulk of whose funds 
belong to their depositors, should confine themselves to com- 
mercial banking transactions. 

In the field of investment capital, involving stock participa- 
tion and long term loans, the supply of accumulated local 
capital probably will be inadequate to meet the contemplated 
expansion in many of the countries of the southern hemis- 
phere after the war. As a result, there will be a need for 
considerable outside capital which is willing to make invest- 
ments on a long term basis. 

‘The exchange rates on currencies of the Americas during 
the wartime period have remained fairly stable, whereas the 
past record was spotted with wide fluctuations. With the 
greatly improved financial position of all those countries 
which have been accumulating holdings of gold and foreign 
exchange, the nations of the Americas should embrace the 
opportunity to join with the other countries of the world 
in a comprehensive plan of post-war monetary stabilization 
and the elimination of trade-retarding controls, when a 
satisfactory plan finally is evolved. 

1 am hopeful that in the years to come some of our neigh- 
boring countries will be able to work out a broader founda- 
tion for their fiscal revenues so as to eliminate the excessive 
duties that are now placed upon imports of essential products, 
such as foodstuffs in some instances. It is perfectly obvious 
that if there is a 100 per cent tax on flour in areas where 
flour is greatly needed, that tax merely acts as a brake on 
improvement in the standard of living. 

In trying to appraise the various types of financial opera- 
tions which may be necessary in our inter-American relations 


in the future, | am inclined to make three general classifica- 
tions: 


1. The first consists of new enterprises which will be 
started by private business alone, financed with private 
funds. I hope and believe that this will comprise by 
far the largest classification. An example would be the 
development of a food processing plant in a situation 
where private enterprise is confident that the venture 
will prove to be profitable. 


- 


2. The second includes new projects financed by private 
capital but with some assistance from the United States 
and/or South American governments. An example of 
this type would be a hydro-electric project which would 
require a large amount of capital and would need 
some governmental assistance for a period of time until 
it reaches the stage of profitable operations. 

3. The third includes projects not appropriate for devel- 
opment by private capital where government financing 
alone would be necessary. Examples would be drain- 
ave projects, clearing of lands, and the opening of new 
areas where government action must first be taken in 
order to create conditions under which individuals and 
private concerns can start new activities. 

In past years the attitude of our government for rendering 
financial assistance to the countries south of us has been 
prudent and conservative. The management of the Export- 
Import Bank has been intelligent and farsighted. The bank 
has not squandered our money. It has cooperated with 
American industry and has been of material assistance to 
other countries of the Americas. On the whole, I think it 
has done a good job. 

As we contemplate the future development which appears 
to be possible in the Americas to the south of us, there are 
certain fundamentals which should be clearly stated. In the 


first place, financial assistance from private sources in the 
United States can be obtained only on merit. I know of no 
magic credit formula. Long term capital will flow only into 
areas where political and economic conditions are reasonably 
stable, where the past record is good and where the prospects 
for the future are right. Under those conditions, capital 
will seek investment at normal rates of interest. 

Both from the standpoint of the nationals of South 
American countries and from the standpoint of our interests 
as citizens of the United States, I favor joint partnerships 
and stock participations in commercial or industrial organi- 
zations. In all ventures where a group or individual from 
this country is making a South American investment I would 
favor a goodly participation in that enterprise by the nationals 
of the country where it is to be started. 

I would accept as fundamental the principle that as the 
capital resources of the various South American countries 
increase, more and more of the ownership of these joint enter- 
prises should be purchased by the citizens of those countries. 
I have no fears of minority or majority holdings under rea- 
sonable conditions. Much of the great expansion of transpor- 
tation facilities and industries in our own country during its 
pioneer period was financed with the help of foreign capital. 

I do not favor our going into the development of projects 
where our financial, technical, and manufacturing assistance 
are not required. We must pay more attention in the first 
instance to what contributions can be made toward needed 
expansion than to what we are going to get out of it, as the 
long-run test is that of mutual benefit. I strongly feel that 
since this kind of collaboration is essential for the develop- 
ment of the many opportunities which exist in South America, 
progress will be retarded unless these basic factors are really 
understood and a spirit of mutual confidence and cooperation 
exists. 

There is one type of financial mechanism which is wholly 
inadequate in South America. That is in the field of facilities 
for consumer credit, which are available only on a limited 
basis in a few countries of that area. During the past thirty 
years we have developed in the United States an effective 
financial machinery for consumer credit which has stood the 
test of good and bad times and has stimulated large scale 
production of many useful things. If anything like a com- 
parable volume of sales of automobiles, radios, refrigerators 
and other equipment is to be anticipated in South America, 
then the facilities for financing consumer credit on an instal- 
ment basis will have to be greatly augmented. This is one 
problem to which the financial minds of our country and the 
other American countries might well apply themselves. 

The approach to the further development of commercial 
relationships among the American Republics has been greatly 
assisted by the establishment of the Office of the Coordinator 
of Inter-American Affairs, as well as that of the Inter- 
American Development Commission, which two offices work 
in close collaboration. Both are under the able direction of 
Nelson A. Rockefeller. The facilities of those offices are 
available for the use of bankers and businessmen. 

In conclusion, let me say that I think it is highly appro- 
priate that the bankers of the United States should post 
themselves on future possibilities within this western hemis- 
phere. It might indeed be a helpful move if the American 
Bankers Association should give consideration to organizing 
an inter-American division. 

It is significant that this Association is devoting an entire 
session of this convention to the discussion of inter-American 
relations. That is more than a straw in the wind. It is 
significant also that a distinguished Canadian banker was 
invited to address us at this session, representing the great 
nation to the north of us with which we enjoy so close and 
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so friendly a relationship. It is equally encouraging to have 
with us as a guest speaker at our session today a prominent 
member of the banking fraternity in Mexico, our neighbor 
to the south which likewise is standing side by side with us 
in the grim battle against the forces of the Axis. 

The membership of the American Bankers Association 
represents more than a cross section of the people of our 


nation. It represents responsible leadership in local com- 
munities and it is that type of leadership which must give 
impetus to the sound policies and wise financial statesmanship 
of our country in the post-war world. We face immense 
responsibilities and great opportunities in that period. We 
must ask ourselves this one primary question: How good a 
job are we going to do? 


What Makes America Great ? 


THE SPARK THAT FIRES INITIATIVE 
BY COLONEL WILLARD CHEVALIER, Publisher, “Business Week” 
Delivered at Carrier Institute of Business, Syracuse, N. Y., September 13, 1943 


ECHNICAL Sergeant George of Clarkdale, Arizona 

recently wrote a letter to his wife from his post some 

place in North Africa. It found its way into public 
print. I want to read you two sentences from it, for | 
think he puts into a nut-shell the experience millions of our 
men, now fighting abroad, are having. 

“The people over here,’ Sergeant George writes, “are 
very American conscious; most of them to whom I have 
talked have expressed the hope that they can some day visit 
America. It gives me a feeling of pride that | am a citizen 
of the U. S. and am fighting for her...” 

Sergeant George is proud of America, because America is 
a great country. But just ask a dozen average people what, 
in their opinion, has made America great and you'll get a 
dozen different answers. 

I suppose someone might argue that this difference of 
opinion is not important. “Who cares anyway what has 
made America great? That’s water over the dam, isn’t it, 
and not worth talking about?” 

But I wonder if that isn’t somewhat shortsighted. It 
seems to me that it is important—very important to all of 
us. If we can get a pretty clear idea of what has made our 
country great, we shall see more clearly just what it is we 
are fighting for in this war. And we shall be better able to 
plan for the peace to follow the war. 

To understand the secret of our success as a nation will 
help each one of us to face the future with greater faith 
and confidence. And if we think carefully about it, it will 
help each one of us to improve his or her own position in life. 

To find out what makes America great, let us first see 
just how great America IS. Now, a thing cannot be great 
all by itself. You have to compare it with something else. 
If we would understand how great America is, we must 
compare it with other countries—that is, with the rest of 
the world. But that is easier said than done. For comparisons 
like that are not always reliable. Some countries just can- 
not be compared with others. Some are extremely hot, as 
Brazil, others extremely cold, as Greenland; some have long 
histories, as Greece and Italy; others are young, as Australia 
and the United States; some are big and sparsely populated, 
like Australia, others are small and densely populated, like 
Japan. When you have natural differences like those any 
simple comparison would be misleading. You know the 
old saying that almost anything can be proved by statistics, 
or as some express it, figures don’t lie; but liars will figure. 

Only by comparison can we understand America’s posi- 
tion among the world’s nations. The land surface of the 
United States is about 6 per cent of the world’s total land 
area. The American people are about 6 per cent of the 
world’s population. 6 out of one hundred. That is easy to 
remember. If you were to look at the world from a distant 
planet, that’s all you might have to say about our America. 


But let us take a closer look. We find that this 6 per 
cent of the world’s people grow 54 per cent of the world’s 
corn, 18 per cent of its wheat, 41 per cent of its cotton. We 
mine 30 per cent of the world’s coal, 38 per cent of its iron 
ore. We produce 38 per cent of the world’s steel, 44 per cent 
of its copper, 23 per cent of its aluminum, 67 per cent of 
its crude oil. Four years ago we produced 30 per cent of all 
the electric power. Our current production of some 200 
billion kilowatts a year is equivalent to a thousand million 
laborers working 8 hours a day, every day of the year. 

Has all this come about just because nature has endowed 
us with far more natural resources than other countries? 
Not necessarily. Take India and China, for example. With 
twice as much land, four times our population, and with a 
history going back thousands of years, their combined pro- 
duction of coal was but 1/12 and of iron but 1/25 of ours, 
although their resources of coal and iron are probably as 
great as ours. The natural oil deposits of Central and 
South America probably are as great as ours. But they 
produced only % of what we did and most of that with the 
aid of American engineers and American equipment. 

The immediate reason for these differences, of course, is 
that America is more productive. A few weeks ago, Business 
Week ran a little article that compared the prewar produc- 
tivity of American industry with that of England and 
Germany. It showed that our total output was about three 
times as large as that of either of these countries and that 
the productivity of each American industrial worker was, 
on the average, twice as large. 

For instance, the productivity of an American coal miner 
was almost twice that of a German coal miner, more than 
2% times that of a British. American blast furnace pro- 
duction per worker employed in the industry was 31% times 
that of Britain, 3 times that of Germany. In the produc- 
tion of steel products, including automobiles, the ratio was 
better than 4 to one; for radio sets it was 5 to one as com- 
pared with Britain, 7 to one as compared with Germany. 
In other words, the American, working in our plants with 
our equipment, could easily out-produce the workers of the 
other two industrially most advanced nations. 

The obvious explanation is, of course, that the American 
worker has more and better tools and machines to work 
with. Before a man can get a job in a manufacturing 
industry, more than $5,500 must be invested in tools and 
equipment for him to work with; ten mechanical horse- 
power must be ready and at hand to do his heavy work. 
In the metal working industry the necessary investment for 
each worker is $6,500 and in the Chemical industries almost 
$15,000. It is this investment in machinery and equipment 
that makes the American worker so efficient. 

It becomes very important therefore in answering our 
question “What makes America great?” to know something 
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about the processes by which a country sets up the plants 
and machinery that are necessary to increase its produc- 
tivity. ‘lo do that we'll stop right here long enough to take 
a quick look at some of the better known systems that have 
been devised to accomplish that purpose. 

Let us, then, consider briefly the differences between our 
American system, commonly called capitalism, and the Com- 
munism of Russia, the Fascism of Italy and the National- 
Socialism, or Nazism of Germany. 

Nazism is a form of Socialism that is supposed to be for 
the benefit of the Nation. In practice it is for the benefit 
of those who, at the moment, claim to represent the Nation 

that is, the Government, the Nazi Party, the Dictator, 
or Leader. Now, socialism is the name we give to a theory 
which contends that the operation of commerce, industry and 
agriculture for private profit does not serve the common wel- 
fare. Accordingly, it asserts that control over all these 
should be in the hands of the government which should op- 
erate them not for profit, but “for use”. In that way, we 
are told, it would be possible to arrange so that everyone 
can get as nearly as possible an equal share of ‘income. 

in Germany, Nazism, or National Socialism, has assumed 
supreme control over production. It has indeed succeeded in 
leveling incomes—although it has leveled them downward. 
But its goal was not so much to achieve pure socialism as to 
gain and maintain the total—or totalitarian—powers of the 
Leader and his party over the German people, its neighbors, 
and eventually over the whole world. 

Fascism, according to its inventor, Mussolini, makes the 
government the end and purpose of national life. Labor, 
management, industry, and agriculture exist simply to make 
the government more powerful—more total. Hitler got 
many of his ideas from Mussolini. Both pretended to be 
concerned about the welfare of business and industry and 
used that pretense to destroy the independence of labor. 
Then they pretended to be concerned about the welfare of 
labor, and used that pretense to destroy the independence of 
business and industry. 

Communism, on the other hand, never has pretended to 
be interested in anything except the welfare of the work- 
ing class. Like socialism, from which it was derived, it is 
opposed to private profit, and to private property as well. 
Under it the government would own and control all the 
factories and farms; it would order what and how much is 
to be produced, and at what prices the goods would be sold 
in government-owned stores. It would fix wages and hours 
which, theoretically at least, are supposed to give everyone an 
equal income. All three of these systems—Nazism, Fascism 
and Communism—lead to permanent dictatorship by the 
one political party, which stays in power and which is the 
undisputed master of the lives of all the people. No oppos- 
ing political party, such as we have in this country, in Great 
Britain, and in other democracies, is permitted to exist. 

Capitalism, as distinguished from all these, is based on the 
right of the individual to acquire and own all kinds of 
property which he is free to use so as to make a profit for 
himself. This he can do either by working it himself, like 
an independent taxi operator, or by hiring people to work 
for him, like a store-keeper, or by putting his money either 
directly or through a savings bank or insurance company 
into some kind of a business, in the profits of which he hopes 
to share. Any person, therefore, who owns property, whether 
in the form of money invested or in a savings bank, a taxi- 
cab, or a department store is a capitalist—on either a small 
scale or a large one. 

The theory of capitalism is that the desire to make a profit 
will lead the owners of property to keep it at work and 
thereby make jobs for many people producing things that 
people need. When the owner can make more profit than 





he actually needs to live on, he is supposed to invest his new 
savings, which makes possible the starting of new businesses 
and the progress and improvement of existing businesses. 

Since everyone can use his property any way he sees fit— 
of course, within the law—capitalism encourages competi- 
tion among individuals, either singly or in groups such as 
companies. This competition for the patronage of the public 
is supposed to bring about better goods or lower prices or 
both for the benefit of the consumers. It makes also for the 
freedom of the individual to work for whom’ he pleases and 
to change his job whenever he thinks he can get ahead by 
doing so. 

Under capitalism, the government is supposed to act 
merely as a sort of policeman who sees that all the people 
have a voice in making the rules of the game as they want 
them and that everyone lives up to these rules. 

To put it very briefly, the various forms of “collectivism”, 
as the first three systems are called, assume that everyone 
will do his very best to plan, and think and work hard 
enough to produce an abundance of everything we need and 
puts its emphasis on distributing that abundance as evenly 
as possible. To do that, they put the government in a posi- 
tion of power over the production and distribution of every- 
thing. Any individual who wants to be sure of getting his 
share, therefore, had better do exactly as he is told by those 
who are running the government. 

Capitalism, on the other hand, is more concerned with 
constantly increasing the efficiency of production so that we 
can manage to make more and more things with a given 
expenditure of labor. It leaves the share that each will get 
of what is produced to the individual’s smartness, hard work, 
personal skill, and whatever other personal qualities enable 
people to get ahead. To do this, it keeps the government 
as the servant of all the people, making and enforcing the 
rules that they themselves decide they want to work under. 

The collectivist systems sacrifice the individual’s oppor- 
tunity to get ahead in order to achieve security for the mass; 
the capitalist system leaves mass security to the working out 
of individual opportunity. 

This, I know, is a somewhat rough and ready comparison. 
Big books have been written on the subject and we can’t 
hope to exhaust it here. I am only trying to suggest the 
role that private property and profit have played in the 
development and growth of American industries and in the 
high living standards we have attained. 

We all recognize, I am sure, that our system has certain 
shortcomings. Like most human institutions it is far from 
being 100 per cent. 

But sometimes, in our zeal to correct those shortcomings 
we are inclined to wonder whether one of these other sys- 
tems might not work better. Maybe it would. But the 
burden of proof always is on the fellow who wants to make 
the changes. He should be able to show up that his way is 
better. 

After all, regardless of theories about what might be or 
should be, the American system, so far, has produced the 
highest standard of living for the largest number of people 
that has ever been known. Naturally, we should be trying 
to raise that standard and also pass on its benefits to more 
of the people. But in planning to do that we had better 
hold fast to what is good and try to improve it, rather than 
scrap it for something that has yet to be proved. When we 
compare systems that are to govern the lives of 135,000,000 
people or more, we should compare performance and not 
theories. To achieve higher performance we should try to 
improve the best we have rather than scrap the best and 
start over with something that has yet to prove itself. And 
above all we should try to make sure that what we are doing 
will be the sort of thing that Americans will throw them- 
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selves into. What might be best for the Old-World peoples 
might not at all suit Americans. 

In sizing up the performance of our system, two points of 
controversy frequently are raised. These are (1) the owner- 
ship of our wealth, and (2) the distribution of our income. 
Let’s look at the matter of wealth first. 

Away back in ancient Rome there was a “Share the 
Wealth” movement. Huey Long’s “Every Man a King” 
and Dr. Townsend’s pension scheme, all promised their 
followers a share in the country’s wealth by taking it from 
the rich and dividing it among the poor. Russia went through 
a bloody revolution to carry out such a transfer, to place all 
wealth in the hands of the government representing all the 
people. Hitler has gone to war to share the wealth of 
Germany’s neighbors after first taking some from her own 
citizens. 

So there are different ways of looking at this question of 
a nation’s wealth. Hitler, for instance, argued that Germany 
hasn’t enough natural resources of her own, not enough 
coal, iron, farm-land and oil; and that she must therefore 
conquer and exploit the resources that belong to her neigh- 
bors. That is, he said, to be great, a country must own wealth 
in the form of natural resources, and must be willing to 
wage war to get them. Japan and Italy had similar ideas! 

To put them into effect, Hitler, Mussolini and Tojo had 
first to get control of their own political and industrial 
organizations—their factories and farms, their labor and 
management so they would produce the “guns instead of 
butter” necessary to prepare for war. The freedom of the 
Germans, Japanese and Italian people must be suppressed 
before they were fit to rob and suppress their neighbors. And 
if they were to win this war, the only way they could enjoy 
the fruits of their victory would be to keep the conquered 
people suppressed and to force them to work—as the Czechs, 
the Dutch, and the Belgians are now forced—for the sole 
benefit of their masters. That is the Nazi philosophy of 
wealth which says: you can be wealthy only if you rob, 
suppress, and exploit your neighbors. 

Russia’s way is different. Starting out with abundance 
of natural wealth of her own, she started on the theory of 
Carl Marx, that a people can enjoy the full fruits of its 
labor only if it keeps control over the means of production, 
that is, over its factories and farms, mines and mills. When 
the Russian government took over this wealth, every factory 
worker, farmer, scientist and businessman became an em- 
ployee of the government; they were no longer free people 
in our sense of the word. They had to work the hours 
and were paid the wages that government officials said 
were right. They could not change their jobs without of- 
ficial permission; hundreds of thousands of them were 
shipped to new places and into new jobs at the command 
of the government. They could buy only what the govern- 
ment allowed to be produced, and at fixed prices. They 
could own no property, such as a home and a garden or a 
share in a business. They could not go into business of 
their own. Moreover, their lives were not worth a kopak 
if they expressed any ideas on political or economic matters 
that differed from the official government views. 

The goal of Russia’s economy is, of course, to produce the 
highest possible living standard for her people. Over the 
last 25 years she has made real progress, now unhappily in- 
terrupted by the war. But to us it is interesting that that 
progress had been made largely with the aid of the engineers 
and technical equipment developed and provided by Amer- 
ica and other established nations. At any rate, it is too 
soon for us to know whether communism will eventually 
accomplish its purpose and produce for the Russian people 
as high a living standard as capitalism has done for the 
American people. 


There you have two ways of using the wealth of a nation. 
And by now it should be clear that when we talk about 
wealth, we are not talking.2bout money, or gold, or diamond 
bracelets, or country estates. We are talking about all the 
resources of the nation—its farms, and timber, its mines 
and factories, its homes and stores, its railroads and ma- 
chinery, its property of every sort, especially the kind of 
property that is used to produce new things that are wanted 
by the people, like factories, farms, mines, railroads and 
power houses. 

Now we come to a third way of using such wealth, the 
American way. We don’t believe in robbing our neighbors 
and we know from experience that we did not have to take 
property away from our citizens to become a great and 
wealthy nation. We don’t really care whether Henry Ford 
owns his big factories all by himself, or whether a small 
group of bankers or a couple of hundred thousand individual 
stockholders own them. What we do care, however is 
whether Henry Ford or these other owners run the factories, 
or keep them idle. If they run them, we know they are 
producing not only new wealth in the form of a million 
automobiles and trucks a year, but also homes and clothing, 
food and all sorts of luxuries for the several hundred 
thousand Ford employees and for thousands of Ford sup- 
pliers and subcontractors. 

That is the same as saying that we are interested in the 
income that is derived from the Ford wealth, both in terms 
of wages paid out and of goods produced. If tomorrow 
Henry Ford were to share his property with his employees, 
and it should turn out that they would not or could not 
run it as efficiently as he does, they would lose their jobs 
and their incomes and thus be poorer than they are today, 
even though they’d own a share of the big Ford wealth. 
And they and all the rest of the American people would be 
poorer by the cars that would not be produced, and the 
wages and salaries that would not be paid out. 

The “Share the Wealth” slogan is therefore a very 
dangerous and deceptive device. It has been used a great 
deal by would-be dictators to fool the people. But the wise 
people are not worried about who owns the wealth. They 
want to be sure that it is in the hands of those who will 
use it most effectively to produce the largest possible income. 
That’s what measures the value of the wealth to them. 

Consider these figures: the entire productive wealth of 
America—all of our means of production, consisting of fac- 
tories and mines, ships and farms, with all our land and 
machinery and equipment has been estimated to be worth 
around $1500 for every American, while the income per 
head, produced in one year with that wealth was around 
$750. That is, every two years, we could, in theory repro- 
duce all of our means of production if we wanted to. 

So we come to our second question: how is that income 
distributed? Who gets how much of it? The facts we can 
get from statistical information carefully collected for the 
20-year period from 1919 to 1938. The total national in- 
come for that period amounted to some $1,300 billion. 

Let’s take that $1,300 billion at 100 per cent, or 100¢ 
and see how much, roughly, was collected by the different 
groups that had a hand in creating it. The biggest slice, 
63¢, went to employees for wages and salaries; 17¢ went 
to individual farmers and small businessmen—those who 
run their own little shops, like butchers and grocers and 
pants-pressers ; 6¢ was paid out for rents; 6¢ for dividends; 
7¢ for interest to the people whose money is invested in vari- 
ous kinds of industry and about a penny was paid ont by 
the government for gold and other purchases. There’s your 
national dollar of income. 

Now, we can break down this dollar another way. First 
of all, to produce a dollar’s worth of income, we need 12¢ 
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of machines and tools, buildings and equipment, that must 
be replaced because they wore out, broke down, or became 
obsolete. Now we have 88¢ left. About 81¢ of that is 
spent for food, shelter and comforts of all sorts, including 
your cars and refrigerators, radios, shoes and clothes. That 
is, we have only about 7¢ left over. Less than half of that, 
or about 3¢ goes to business; about 2\%2¢ goes to govern- 
mental expenses; and the remaining 1!4¢ to building new 
homes and for the payment of foreign debts. 

In fact, the share of the national income that goes to 
what is generally called “capital” is much smaller than: most 
people imagine. If over the past 100 years, you can imagine 
“labor” getting all of the investor’s share in addition to 
its own, wages would not have been increased more than 
10 per cent. During the thirties, for instance, wages would 
hardly have been raised at all. 

‘The figures show another interesting fact. The propor- 
tion of their total receipts that manufacturers have been 
paying out in wages over the last 90 years has not changed 
more than 10 per cent one way or the other. Which goes a 
long way toward proving that the only way—or at least 
the surest way—all wages can be raised is by making every 
hour’s work more productive, that is, to produce more dol- 
lar’s worth of income per hour. 

Now when it comes to distributing the income available 
for wages amongst the various kinds of workers, many 
methods might be devised. The usual American method has 
been to pay higher wages to those who, because of greater 
skill or harder work can turn out a higher production. 
Americans have felt that this is the surest way to make every 
hour’s work for the whole factory most productive, and 
thereby to increase the amount of income that will be avail- 
able for distribution. 

It is true, of course, that we have set up by law mini- 
mum wage standards so the’ no one will be allowed to work, 
even if he wants to, for less than is considered necessary 
to maintain a minimum standard of living. This, however, 
is simply a means of averting the social evils that result 
from having too many people living on too low a scale. 
It does not change the American principle of paying, so far 
as possible, in accordance with the value of the work done. 

Let me point out in passing that this method of fixing 
wages also provides an incentive for the management of a 
company to give its workers the most efficient equipment 
and machinery that it can provide. Obviously, if it is going 
to stay in business, the company must be able to make and 
sell its products at a price that will be no greater, and if 
possible, less than that of its competitors. And if it is 
going to keep the most competent workmen in its plant, 
it will have to pay them enough money, again in competi- 
tion with other companies. In order, then, to pay higher 
wages to the best workmen, it must have also the most 
efficient machinery. 

And since this combination of the most efficient machinery 
and the best workmen tends to raise the efficiency and 
therefore the income of the whole plant, everyone con- 
nected with it, from top to bottom is going to benefit 
from it. 

I have said that other methods than this might be devised. 
For example, when Russia started its new economy 25 
years ago, the theory was that wages would he equally 
distributed, and no worker would be allowed to have more 
than the others. In practice, however, it was found neces- 
sary to modify this theory. The experience of Russia soon 
convinced her government that this method could not in- 
crease the production of Russian industry. So, even before 
the war, they had given up that policy. 

- You may have read in a recent newspaper report that 
Premier Stalin publicly thanked a Kirghiz farmer for con- 








tributing more than 1,000,000 rubles to the Red Army fund. 
But you may ask how could a farmer accumulate so much 
money in the land of Communism? 

The answer is that now even the collectivized farmers 
are being paid, not on the basis of numbers of hours worked, 
but on the basis of the amount of food produced. A similar 
change has taken place in the factories. Workmen are re- 
ported to earn from 300 rubles a month for the lower 
groups to 4,000 rubles for some of the highly productive 
workers. 8 to 10 per cent of the workers in those factories 
earn more than 1,200 rubles or some $60 a week, while 
the salaries of the technical staff vary from 1,000 to 6,000 
rubles a month or $1,200 and more. That is, the need to 
have every man produce as much as possible has proved 
more important than maintenance of the old Marxian 
theory “from each according to his abilities, to each accord- 
ing to his needs.”” When the time came that Russia had to 
be efficient and productive, or else be destroyed, she turned 
to the system of compensation that had made us the most 
productive country on earth. 

We might go on discussing this very interesting subject. 
It has many angles. But at any rate, I think we can forget 
the Axis-inspired idea that the present basis of distributing 
our wealth and income is something sinister or undesirable. 
This however still leaves an unanswered question, now it 
may be asked, what do the American people actually get 
out of the fact that they are part of the nation with the 
greatest wealth and income? In other words, the question 
“How great IS America?” may well come down to the 
proposition, “How well off are the American people as 
compared with the peoples of other countries.” 

Suppose we take a thousand average Americans, workers 
and salesmen, farmers, scientists and bankers, with their 
wives and children, and compare them with a thousand 
average Britons, Germans or Italians. Of this thousand, 
240 Americans, or one out of four, will be enrolled in a 
school, college or university; only 156 British will be so 
enrolled, and only 112 Germans. 225 Americans will own 
an automobile—one out of every four—only one out of 
20 Britons, one out of 43 Germans and only one out of 
91 Italians will own a car. We, six per cent of the world’s 
people, own 72 per cent of the world’s automobiles, and we 
own 30 per cent of all the railroads. 

Of our 1,000 Americans, 148 will have telephones—49 
per cent of the world’s total—as against 64 telephones, or 
less than half that number in England, 50, or one-third, 
in Germany, and 14, or less than one-tenth in Italy. 267 
of us, or more than one in four, will own a radio receiv- 
ing set, as against 211 in Germany (and they have that 
many only because Mr. Goebbels has wanted the people 
to listen to him and Hitler, but to no one else) ; in England 
there will be 188 out of 1,000 who have radios and in 
Italy only 23. 

Name any other measure you will of the people’s stand- 
ards of living—the quantity and quality of food consumed, 
of clothing, homes and home furnishing, support of the 
Red Cross and other philanthropic institutions, and of poor 
relatives in other countries—perhaps with the one exception 
of tiny New Zealand—the American people are on the 
average, better off than any other people on earth. That is, 
if we disregard our wealth in natural resources, our tre- 
mendous productive capacity, and the superior productivity 
of the American worker, and take the people’s welfare as 
the measure of a country’s greatness—America is still the 
world’s greatest country. 

Now, what was it that has made us that great? As I 
said before, other countries were as rich as America in coal 
and iron deposits, but they did not use them. Others had 
rich deposits of copper and tin, fertile soil, rivers, and forest. 
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Our human resources, the men and women who settled 
here, were not different from the brothers and sisters they 
left behind in the old countries. But the British who settled 
New England and founded America’s first industries, who 
built and sailed our first ships; the Germans who settled 
in Pennsylvania, the French in Louisiana and Rhode Island, 
the Poles of our coal fields and steel mills, once they were 
in this country, prospered and rose to positions they could 
never have reached at home. 

Was it that we had more money for investment at our 
disposal than the old countries? On the contrary. We were 
desperately short of investment funds. To build our first 
factories, to sink our first mines, and to build the railroads 
that opened up the West, we had to borrow from British, 
French, and German sources. We remained in debt to 
them up until the last war. Not until after that war did 
we have a surplus of savings which we could, in turn, export 
to other countries by making foreign loans. 

Was it, perhaps, that this system, which we call “capital- 
ism” had a chance to develop here that it did not have in 
other countries? I think not. The history of capitalism goes 
back thousands of years. Ancient Babylon had large busi- 
ness organizations, banks and insurance companies. Capital- 
ism functioned in ancient Greece and Rome, and in Ger- 
many and France in the Middle Ages. 

Was it, then, that factory production could develop here 
faster and better than any place else? England had her 
industries long before we had ours, and so had France 
and Germany. As long as 4,000 years ago toys were pro- 
duced by factory methods in the town of Chan-Darn on 
the Indus river. 

Was it, finally, that Americans have had a greater urge 
to do things, to work hard, to build, and to trade? The slave 
that built the ancient pyramids of Egypt, the magnificent 
temples of Greece and Rome certainly worked as hard, as 
any Americans ever did. For thousands of years the whip 
of the slave driver gave people the incentive to work hard. 
The desire for profits—that too had functioned long before 
we used it. The incentive of trading profits led the ancient 
Phoenicians, 2,000 years before Christ, to sail their ships 
halfway around the world; it brought Columbus to America 
in 1492. The need to provide the necessities of life, the lust 
for power, the profit motive—all of them had given men 
incentive to work long before America was discovered. 

Natural resources, human resources, funds for investment 
and strong incentives all played their parts in making Amer- 
ica great. But they were nothing new in this world. The 
new factor that America had added is individual and per- 
sonal opportunity; equal opportunity for every individual to 
shape his life, and to rise as high as he can through his own 
skill, ability, and willingness to work. 

When Jefferson wrote the Declaration of Independence, 
he had in his mind the examples of European countries in 
which the freedom of the people was choked by the bureau- 
cratic controls and regulations imposed on them by kings and 
princes. He knew that in those older countries the oppor- 
tunities of the individual were limited also by an upper 
crust who enjoyed special privileges, monopolies, and other 
advantages. These conditions had been imposed on the Col- 
onies, and for a long time threatened to hold back the 
economic development of America. But they were very 
common in Europe. 

In France, for instance, governmental bureaucrats de- 
scribed how long a fishing boat might be, so that too many 
fish would not be brought to market. Rules prescribed how 
large a handkerchief could be, how wool should be mixed, 
how dyes should be made. The price of bread and the size 
of the loaf were fixed. Methods of manufacture with details 


as to the size, color and quality of manufactured articles were 
laid down in detail. 

In his new book “Challenge to Freedom”, Henry Wris- 
ton, president of Brown University explains “It was all done 
in the name of order, method, rational control and _ pros- 
perity. Even more remarkable, it was done in the name of 
‘liberty’. In the name of liberty, liberty was destroyed ; 
in the name of private initiative, private initiative was 
smothered.” (p. 38-39.) 

The American Revolution was a revolt against the pow- 
ers of the king—of the government—over the individual. 
Its purpose was to secure the rights of the individual per- 
son, and to make the government the servant rather than 
the master of the people. That was the essence of our 
revolution. And that, as I see it, is the secret of what has 
made America great. 

We may not appreciate today the revolutionary change 
that meant to millions of the world’s people. For the first 
time in history, here was a country with a great future, 
where the rights and opportunities of the individual were 
more important than the powers of the government, where 
every one had an equal opportunity to build his own life; 
where every one could, for the first time, enjoy the rewards 
of his labor, intelligence and ingenuity. For the first time, 
those who, like the Puritans, were seeking religious free- 
dom were free to live their lives as they saw fit; Germans 
in search of political freedom could enjoy the democracy 
and individual rights denied them at home; Italians, Poles, 
Scandinavians, Frenchmen, could attain a standard of living 
that was beyond their reach at home. 

Out of this equality of opportunity was born our sys- 
tem of individual opportunity, or as it is also called our free 
enterprise system. There was nothing “free” about it in 
the sense of getting something for nothing. On the con- 
trary, it meant hard work—to produce food, a roof over 
one’s head, clothes for the family. But work also meant 
the promise of success, of getting ahead, of comforts, lux- 
uries and power. 

Above all, it meant freedom from repressive interference 
by King or government, freedom to choose one’s occupa- 
tion, to go into farming, shipping, manufacturing, mining— 
whatever there seemed to be opportunity, and wherever 
one thought he could use his talents to his best advantage. 
No field was closed to newcomers. 

The emphasis was on enterprise, on doing things, and 
doing them ever bigger and better. Here was the untapped 
wealth of a new Continent, here were men and women 
streaming in, anxious to work. Our national economic ob- 
jective was to put our material and human resources to 
work, to make them ever more productive, and in this way 
provide ever more of the necessities and comforts of life 
for the largest possible number of the people. 

In this way a premium was put on what Edgar Queeny 
in his recent book called the “Spirit of Enterprise”, on the 
ability to organize our resources into companies and cor- 
porations through which, by way of cooperative effort every 
man became more proauctive and thus earned more than he 
could possibly have produced or earned single-handed. As 
some men had visions of larger production and greater ex- 
pansion for their businesses, they had to call upon the serv- 
ices of thousands of other men especially skilled in certain 
arts and sciences. They had to build larger factories and 
install many machines. This complicated task called for a 
new kind of skill. We call it management. At first the 
owners of a business were their own managers. But as 
organizations grew in size, the money of outsiders was 
needed to build the giant factories and install the machinery 
that made possible mass production and low prices. Then 
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the owners who put up the money became stockholders and 
hired experts to manage their enterprises. 

‘That is how American business management developed. 
Today it runs most of our business and industry. Its func- 
tion has always been to make our human and material 
resources—our labor, raw materials, machines and money— 
more productive. “These managers are hired by the 7 mil- 
lion individual stockholders who own our 500,000 corpora- 
tions, to do an efhicient job. And the efficiency of the man- 
agers is always being put to the test by the competition 
of similar managers employed by other corporations, as 
well as by independent businessmen in the same field. And 
as you look into the operations of most successful business 
corporations you will find that their managements have suc- 
ceeded by the same “‘spirit of enterprise”, the same equality 
of opportunity offered to its own employees, which has been 
the basis of America’s growth. 

Now, all this is very interesting, say the 
the times have changed, their argument runs. The country 
has been opened up. The government has no more free 
land to give away to settlers. Our deposits of copper and 
iron and coal and oil are developed. Our gold mines have 
been discovered. Our factories are built. We have all the 
railroads and highways, power dams and shipyards we'll 
need after the war. Our individual opportunity system may 
be wonderful in theory, they continue, and no one would 
deny that it was responsible for the country’s growth in the 
past. But wasn’t it responsible also for the depression in 
the thirties? And isn’t it true that the machine age, with 
its concentration of wealth and employment requires more 
government controls than our simple economy of 167 
years ago. 
~ Let’s think a little about these questions. First of all, as 
I have said already, our American system is not perfect. 
All we can say, and what the record shows, is that it still 
is superior to any other system any country of comparable 
size has ever had. Of course, we've had and still do have 
| we've had sweat shops, slavery, persecution, big 
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siums; 
business monopolies and financial and other sorts of rack- 
eteering. And we have had depressions. 

But when we admit that, we are but admitting that the 
record of our economic system is no more perfect than the 
record of our political system. The faults of both are the 
faults of democracy and individual initiative. But should 
we have abandoned democracy because we have had political 
bosses and ward heelers, machine dictatorship, graft and cor- 
ruption? The way to correct the faults in our political 
system, we believe, is to get rid of each weakness as it 
shows up—and that process is far from finished even today. 

Likewise, the way to correct the faults of our economic 
system is to crack down on each weakness as it appears. 
That too, is still unfinished business in many respects. But 
over the years we have made progress. Out of the abuses 
of monopolies and trusts at the beginning of this century 
came the Sherman Anti-Trust Act; the collapses of the 
banking system from time to time gave us first the Federal 
Reserve Act, and later Federal Deposit Insurance; that 
mass unemployment and the impoverishment of the aged 
in the thirties gave us unemployment and social security 
legislation. 

Such step by step reform as it is needed makes it unneces- 
sary to change the fundamental character of our system with 
its reliance upon the individual opportunity. This is an 
important thing to remember especially when enthusiasts 
for some other system point out the defects in the one we 
have and offer theirs instead. It is one thing to recognize 
weaknesses in our economic system and correct them. It is 
another thing to jump to the conclusion that because it has 
defects our whole economic system should be scrapped. 
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Which brings me finally to the most disquieting of the 
questions I have just cited. That is the doubt that we can- 
not make our system of individual opportunity work today, 
because there aren’t any opportunities. Hitler, you remem- 
ber, bet his countrymen’s destiny on the similar idea that 
we had lost our aggressive spirit and would not fight his 
supermen. Now, while our boys are busy answering him on 
that one, I think we here at home might put down this old 
bugaboo of “no opportunities’—at least for a while. 

For it is an old argument. Every time something goes 
wrong with our economy, some one rises to tell us that the 
trouble is we have grown as much as we can ever hope to; 
that we have, in fact, too many factories and farms which 
have overproduced everything, and for that simple reason 
we can never again hope to employ all our people. From 
now on, they say, the task is not to produce still more, but 
to redistribute somehow the things we already have. 

For instance, here is one such statement, quoted from a 
government report during a depression: 

“Industry has been enormously developed, cities have 
been transformed, distances covered, and a new set of eco- 
nomic tools have been given in profusion to rich countries, 
and in a more reasonable amount to poorer ones. What is 
strictly necessary has been done oftentimes to superfluity. 
This full supply of economic tools to meet the wants of 
nearly all branches of commerce and industry is the most 
important factor in the present industrial depression. .. . 
There will be no room for a marked extension, such as has 
been witnessed during the last fifty years, or afford a re- 
munerative employment of the vast amount of capital which 
has been created during that period. The day of large 
profits is probably past. There may be room for further in- 
tensive, but not extensive development of industry in the 
present area of civilization.” That statement was made in 
1886, 57 years ago by Carroll D. Wright, our first U. S. 
Commissioner of Labor. 

Which merely goes to show that it is human to be mis- 
taken and that you are likely to be mistaken when you sell 
America short. Let me call the roll of some of the goods 
we did not even know of, far less produced, back in 1886. 
Cream separators, diesel engines, pipe lines, electric stoves, 
washing machines, motion pictures, airplanes, automobiles, 
farm combines, tractors, fuel oil burners, radios, air condi- 
tioning and mechanical refrigeration; we had no rubber 
industry, no chemical industry to speak of, no plastics and 
no electronics. 

Now think of the new opportunities these new industries 
provided to men with mechanical skills, for engineers and 
salesmen, for people with money to invest, and for enter- 
prisers and managers with ability. Yes, there has been some 
technological unemployment as machines took the places of 
men, as new industries replaced old ones. But the 75,000 
workers who lost their jobs in the carriage, wagon and sleigh 
industries because of the automobile, found half a million 
new opportunities in the automobile factories; the 15,000 
who lost their jobs in the piano industries found more than 
40,000 new openings in the radio and phonograph factories. 
And those who today predict that we’ve reached the end 
of our growth probably are again all wrong. At any rate, 
those who saw their opportunities 57 years ago, succeeded; 
and those who felt there was no longer a chance for them, 
did not. And it isn’t any different today. 

Those who today see clearly that the thing that makes 
America great is in fact equality of opportunity, will have 
taken the first step forward to their own success; for they 
will have learned the first rule of the game in which they 
hope to succeed. 

Rule two of that game has always been to do a better 
job, produce a better article, render a superior service, at 
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lower cost. It has meant that the better worker, the smarter 
businessman, the more intelligent scientist and engineer have 
had their chances to rise, because the public valued the better 
services they gave. 

Let me show you how this rule works in practice. We 
have some 2 million independent businessmen who employ 
one or more people. We have a million who are their own 
bosses, and some 6 million farmers who run their own busi- 
nesses. Not one of these nine million independent enter- 
prisers can hope to stay in business any length of time if he 
cannot keep up with his competitors. 

On the average, one out of five of our commercial and 
industrial enterprises have failed every year—year in, year 
out, for the past 40 years; and for each one that failed, 
another one started out new. That has meant some three to 
four hundred thousand failures a year; and that many new 
enterprises. This seems to indicate very clearly the vitality 
of our system in getting rid of the less efficient on the one 
hand; and in giving an opportunity to those who can prove 
that they are more efficient, on the other. 

Rule two shows also where today’s opportunities lie. 
Once upon a time they were found in the vast unsettled 
areas to the West, in the great stands of timber, in the 
minerals buried in the ground, in the water-powers running 
to waste. Those opportunities in the United States may be 
no more. But there still are untold opportunities to be 
found in the new discoveries of science and technology. 

A chemist, working in his laboratory, discovers the equiva- 
lent of a new gold mine in a process for making better and 
cheaper plastics. A businessman who figured out that he 
could sell groceries cheaper in a super-market carves out 
the 20th Century equivalent of his homestead, farm or 
ranch; the little mechanic who invents a better and cheaper 
fastening device for airplane parts and built a million dol- 
lar manufacturing business, even before the war, created the 
technical equivalent of a newly-discovered water power. 
Each one of these prospered by developing some new oppor- 
tunity to be of greater service to the American people. 

But how about the employees of large corporations? Do 
they have the same chances? Must the industrial corpora- 
tions play the game according to these rules, or do they, 
instead make their own? 


The figures 1 just mentioned to you of business births, 
and failures, include the corporations. Each one of them 
is subject to the same competition from other corporations, 
as is an individual businessman. A corporation too can get 
ahead only by furnishing a better product, a better service, 
at lower cost. 

But the only way it can do this is through its employees. 
That is, the corporation has a very vital selfish interest to 
bring out the best that is in each one of its employees. And 
the only way it can do that is to give adequate encourage- 
ment and reward to those employees who do better work. 
There is the major secret of successtul management; to pick 
out those who do a better job; to give them greater responsi- 
bilities; and as they prove their ability to carry the load to 
make them a part of management. 

That is, as | mentioned before, to apply in every organiza- 
tion the rules that make America great: To give each one 
an equal start; to let each one get ahead as far and as fast 
as he can, by giving a better service to his organization, 
and through that organization to the public and to the 
people of America. To these simple rules, which have worked 
so well in the past the American people as a whole and each 
one of us in our jobs may safely trust the future. 

I have enjoyed this chance to meet you all and to tell you 
what I think it is that makes America great. I have enjoyed 
it for two reasons. The first is that the story itself is one 
of intense interest and thrilling significance to those who 
ponder its meaning. The second is that in meeting with 
you I know that I am in the company of kindred souls who 
too, sense the opportunities that still are offered by our 
country and its institutions. 

Your very presence here shows that you believe in them 
and, what is just as important, that you understand how 
necessary it is to be prepared to take advantage of them. 
The word “opportunity” is derived from a Latin word that 
means “facing a door or a gate.” I know that there are 
some people who expect to be carried through the gate on 
someone else’s back. But I’m very sure that you who are 
attending these sessions of the Carrier Institute are expect- 
ing to pass through the gates the future may open to you, 
heads up, hearts high, and on your own two feet. 


The best of luck to you all. 


Savings and Economic Security 


THE IMPORTANCE OF GOVERNMENT FINANCIAL STABILITY 
By HAROLD G. MOULTON, President, The Brookings Institution 
Delivered before The American Bankers Association, New York, September 13, 1943 


EMBERS of the Association: My address will 
have two merits. It won’t be overly long and it 
won’t be overly burdened with statistics. I shall, 

however, endeavor to cover a very wide range of history 
and economic development, with a view to bringing certain 
things which I regard of very great importance into a clear 
perspective. The significance of savings to individuals and 
to nations is one of the oldest themes in economic literature. 
From biblical times until very recently the virtues of thrift 
have been incessantly extolled alike by bankers, economists, 
and ministers of the Gospel. The simple essence of the 
philosophy of savings is incorporated in such homilies as 
“a penny saved is a penny earned,” or, in Franklin’s language, 
“a penny saved is two pence clear; a pin a day’s a groat a 
year’; and, also, in “take care of the pennies and the dimes 
will take care of themselves.” By way of contrast, one cites 
the smile-producing illustration of the thrift-unconscious 





colored lad who wasn’t interested in earning a quarter by 
mowing the lawn because he already had a quarter. 
Individual Savings and Social Savings: In the literature 
of thrift and savings one finds that the emphasis is sometimes 
placed on the advantages to the individual and again on the 
advantages to society. The moralists, among whom I include 
Franklin, stressed chiefly the importance of savings from 
the individual’s standpoint. The thriftless individual sooner 
or later goes over the hill to the poor house, while the 
thrifty may hope to live in mansions by the sea; the shiftless 
are buried in potter’s field, the savers in the church yard, 
with a verse on a tombstone to perpetuate their memory. 
Those who save their money, especially if they put it in a 
savings bank, achieve economic independence and with it the 
self-confidence necessary to the exorcising of that inferiority 


complex with which most poor humans approach the age of 
manhood. 
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Who can say that these are not elementary facts of life? 
Can we, without the universal practice of thrift, develop 
that independent, self-reliant, fearless citizenry upon which 
the success of a democracy depends? Stating the matter the 
other way round, can perpetual dependence upon papa, or 
Uncle Sam, for present and future needs, fail to undermine 
the homely virtues and weaken the moral fiber of the people? 

Economists, in writing about thrift, have usually placed 
somewhat less emphasis upon the value to the individual and 
much more on the importance to society as a whole. They 
have pointed out that it is through savings that productive 
capital is created, and that it is productive capital which 
makes the world go round. In the words of Adam Smith: 
“Whatever a person saves from his revenue he adds to his 
capital, and either employs it himself in maintaining an 
additional number of productive hands, or enables some 
other person to do so by lending it to him for an interest, 
that is, for a share of the profits. As the capital of an individ- 
ual can be increased only by what he saves from his annual 
revenue . so the capital of a society . . . can be increased 
only in the same manner.” 

In fact, savings were regarded, in classical economic litera- 
ture, as virtually the same thing as capital. That is to say, 
it was assumed that all money savings are automatically 
used in the creation of new capital goods, and hence, savings 
and capital formation are really identical. It followed that 
the greater the aggregate of individual savings, the greater 
would be the amount of capital formation. Moreover, since 
additional capital provided additional employment and in- 
creased productive efficiency, it was naturally concluded that 
the rate of economic progress would depend almost wholly 
on the rate at which new capital might be created. 

It should be noted here, however, that the early writers 
were not hopeful about rapid capital accumulation. They 
argued that the great masses of people were lacking in fore- 
thought, and in any case had meager margins from which 
savings might be made. Hence, the annual savings fund of a 
nation would be small at best. And even if, as a result of 
increased thriftiness, money savings should increase for a 
time, the process would soon be automatically checked by 
falling interest rates. This was because the capital created 
from savings had to be used in conjunction with natural 
resources which were operating under conditions of diminish- 
ing returns. Hence the productivity of additional units of 
capital would soon fall; hence the rate of interest the 
borrower would pay would decline; and hence the incentive 
to save would be reduced. Consequently, there appeared 
little hope for progress. 


THe Kerer-Money-tn-CigcULATION PHILOSOPHY 


The preachments in favor of thrift over the years have 
been paralleled by ‘‘counter educational activities” in favor 
of spending. Where savings bankers have advertised the 
importance of thrift accounts, manufacturers and merchants 
have enticed us to spend by alluring appeals to our consump- 
tive desires; they have even enabled us to buy beyond our 
immediate capacity through the medium of installment credits 
and charge accounts. 

Too much economizing was regarded by those who have 
goods to sell as bad for business, reducing employment and 
curtailing national income. Keep-money-in-circulation has 
been quite as perennial a slogan as has “‘save your money for 
the rainy day.’’ Over the years each group has believed that 
its philosophy was in the interest of the national welfare. 

To one group it has appeared evident that savings provide 
the indispensable means for individual and social progress; 
to the other it is consumptive spending that makes the 
wheels of industry revolve. 

Economists, generally speaking, found no difficulty in 



























































reconciling these apparently conflicting points of view. They 
pointed out that when a man saves, he isn’t hoarding money ; 
he doesn’t curtail expenditures and withdraw money from 
circulation. He simply diverts the expenditure from con- 
sumer goods to capital goods. Thus the total amount of 
spending would be unaffected. It remains true, in this view, 
that ever larger savings are desirable because the new 
capital not only maintains existing employment, but it 
expands employment because of its increased productivity. 


THe ConFusions OF RECENT YEARS 


Since the end of World War I, discussion of the signifi- 
cance of savings has entered upon a new phase. The view 
is now held by many economists that savings may in fact be 
overdone. It is emphasized that there must be a proper 
balance between savings and consumption. 

In a series of articles published in 1918, in the Journal of 
Political Economy, the present writer challenged the validity 
of the classical assumption that there is a necessary identity 
between the amount of money savings and the amount of new 
capital formation. It was shown that throughout the nine- 
teenth century the amount of new capital construction in 
this country had in fact greatly exceeded the amount of 
money savings—the necessary funds being obtained chiefly 
from bank credit expansion. 

Until the World War period, the United States may be 
said to have had a deficiency of money savings. Except in 
periods of depression, the financial requirements of American 
enterprise for new capital construction exceeded the savings 
accumulated in savings banks and other savings channels. 
Some was borrowed from abroad, but much, as already 
stated, was obtained from commercial banking sources. Un- 
der these circumstances, the prevailing emphasis upon the 
general economic importance of savings in furnishing an 
adequate supply of capital founds at reasonable rates of 
interest was well founded. 

But during the World War, and particularly in the period 
of the twenties, the balance between savings and consump- 
tion underwent a profound change in the United States. 
Studies made by the Brookings Institution in the early 
thirties show conclusively that in the late twenties the volume 
of current money savings greatly exceeded the amount of 
new capital formation, and that over a period of thirty years 
the situation of the nineteenth century had been reversed. 
There had been a tendency for savings to increase relatively 
to consumptive expenditure. Instead of a deficiency of 
savings as compared with the volume of new flotations for 
purposes of capital expansion, there was a surplus. 

The explanation of this great change was found in the 
factors which affect the allocation of the national income 
as between savings and consumptive expenditures. We 
enunciated two principles: (1) As the proportion of the 
national income that accrues to the wealthier classes in- 
creases, the bigger will tend to be the percentage that is 
saved—this because the wealthier groups have much larger 
margins out of which savings may be made and fewer press- 
ing consumptive needs. (2) As the general level of national 
income rises—irrespective of its distribution—the greater 
will tend to be the percentage which is saved—this because 
the margin above subsistence requirements out of which 
savings are made will be greater. These principles were based 
squarely on factual analyses with respect to the amount of 
savings that were made at different levels of income. 

It was our conclusion that the great increase in savings 
relatively to consumption was retarding rather than promot- 
ing economic progress. An abundance of funds was available 
with which to create new plant and equipment, but much of 
it was not used for that purpose because the market demands 
for the potential products did not appear to warrant capital 
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expansion. What was needed, as we saw it, was an improved 
balance between money savings and consumptive expendi- 
tures. This could be brought about by a broader distribu- 
tion of currently produced national income. We suggested 
that the strictest acting and most effective means of develop- 
ing mass purchasing power was by progressive reductions 
in commodity prices as increases in productive efficiency made 
such reductions possible. 

We are not interested at this place in discussing the rami- 
fications of this analysis. Our chief purpose is to make it 
clear that in the decade of the twenties the proportion of the 
national income set aside for money savings was excessive 
under the conditions then prevailing. Please note that the 
argument was not that the volume of savings was too large 
in absolute terms; it was only too large relatively to con- 
sumptive demands, which in the last analysis provide the 
basis for earning power on new plant and equipment. 


THE CHANGED OvuTLOOK Tovay 


Twelve years elapsed between 1929 and the coming of 
the Second World War. During this period changes have 
occurred in the economic organization of the country which 
are perhaps even more far-reaching in their implications than 
those which occurred between the beginning of World War 
I and the end of the golden twenties. As a result of recent 
changes, it is no longer true that savings are too large as 
compared with consumption. 

The income distribution and savings pattern of the 
twenties no longer exists. We have had, in fact, a veritable 
revolution in the distribution of national income. The lowest 
income groups, both urban and rural, have been assisted by 
relief payments of various kinds. Farmers have been sub- 
sidized, wage rates have been progressively increased, and a 
program of social security and old age benefits have been 
established. At the upper level, profits have declined some- 
what, and salary and bonus payments have been appreciably 
restricted. In consequence of these developments both the 
aggregate volume of money savings and the percentage of 
the national income directed to savings channels have been 
materially reduced. Department of Commerce figures show 
a decrease in the ratio of private savings to national income 
from about 12 per cent in 1929 to an average of roughly 7.5 
per cent in the four-year period 1936-39. 

It is necessary to emphasize this great change, this reversal 
of trend, because most people have a strong tendency to 
assume that economic laws or relationships remain more or 
less permanent. Because of the conditions which prevailed 
throughout the nineteenth century, it came to be taken for 
granted that all available money savings would automatically 
find use in the construction of new plant and equipment; 
and it was difficult to conceive that the processes of economic 
evolution had by the 1920’s brought about an entirely new 
situation. Similarly, there is a tendency now to assume that 
excess savings are a permanent phenomenon and that hence- 
forth and forevermore it will be necessary to reckon with this 
fact. The truth is that economic tides flow and ebb; and 
realism requires that we keep our thinking constantly abreast 
of changing conditions. 

It is true that in the late thirties the supply of money sav- 
ings continued to be in excess of new capital issues. But 
this was not because savings were continuing on the high 
level of the twenties, which the facts show was not the case; 
it was rather because the volume of capital flotations was 
abnormally low. Because of disordered world conditions 
and an unhealthy political and economic climate at home, 
the spirit of enterprise was unprecedentedly low. 

A thorough appraisal of American capital requirements 
over the next generation, if we are to have a continued rise 
in standard of living, was published by the Brookings Institu- 


tion in 1940. It was shown that if we are to have a period 
of reconstruction and expansion sufficient to double the 
American standard of living in coming decades, the demands 
upon the financial markets for investment funds would be 
of a magnitude comparable to those of any period in the past. 

The events of the war period do not alter this conclusion. 
Reconversion and rehabilitation requirements, the expansion 
of old industries, and the development of new ones will 
absorb—assuming we can again achieve a stable and healthy 
economic situation—an enormous volume of investment 
capital for many years to come. 

In this coming period there is little reason for believing 
that the supply of money savings will exceed the demands. 
On the contrary, one may doubt whether the supply will be 
adequate to meet the requirements. The war will of necessity 
be followed by much higher levels of taxation than have 
ever been known before, and taxation eats directly into 
savings funds. 

While per capita income may be appreciably higher than 
before the war, it does not follow that as large a proportion 
as formerly will be available for savings. There seems little 
likelihood, indeed, that the available savings of the higher 
income classes will be remotely comparable to what they 
have been in former times. As someone has remarked: “The 
only way a rich man can save ‘anything these days is by dying 
soon.” The salaried classes and the widows and divorcees 
living on fixed incomes will find their saving power reduced 
by the combination of higher prices and higher taxes. These 
groups, which have long contributed an important part of 
the funds assembled by savings institutions, will save less in 
the future. The wage earning groups may have higher 
incomes, but the tax levies may well absorb a substantial 
part of the gain. In any case their consumptive habits run 
deep. 

The moral of all this is that fears that savings will con- 
tinue to be excessive may well be forgotten. From the 
general economic point of view, as well as from the point of 
view of the individual saver, thrift will be of the greatest 
importance in the years ahead. 


THe NeEep For FINANCIAL STABILITY 


The preceding analysis suggests that as we look forward 
to the post-war world, savings institutions may hope to play, 
as they have in the past, a role of great importance. They 
may serve the interests of the individuals whose savings they 
manage and at the same time further the economic growth 
of the country. 

But over this picture hangs a shadow, the dimensions of 
which are already of large proportions. I refer to the un- 
settled fiscal situation and the accompanying threat to finan- 
cial stability. The rock on which savings and investment 
rests is financial stability. And stability throughout the 
economic and financial system depends primarily upon the 
maintenance, by the federal government, of a sound fiscal 
and monetary system. 

The troubling economic trends and events of the last 
decade have resulted in financial conceptions which have 
been exerting a profound influence upon public policy. I 
refer particularly to the doctrine that the growth of the 
public debt is of little, if any, moment, and that it is 
unnecessary for us to be concerned about the unbalanced 
budget. Those who adhere to this conception have a simple 
panacea with which to solve the problems of the post war 
world, namely, to continue public expenditures on whatever 
plane is necessary to achieve full employment. The war, it 
is believed, has taught us how to solve our problems. In the 
words of the 1941 Report of the late National Resources 
Planning Board: “The decision by the Congress and the 
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Executive to do the things required in our defense program 
has set in motion a connected series of forces which will 
in time go far toward attaining the goal of full employment. 
Given our resources, equipment, techniques and skills, only 
that decision—only that courageous implementation of the 
will-to-do—was required to release the log jam of idle plants 
and idle men. 

™ It is an instructive commentary on our time that 
only under the threat of external aggression could we as a 
people summon the courage to implement this will-to-do.” 

As I have elsewhere shown (see The New Philosophy of 
Public Debt) it will be impossible in the long run to prevent 
progressive price inflation unless we can check the growth of 
the public debt. That is to say, inflation could not be pre- 
vented without a complete regimentation of the national 
economy. 

If savings bankers are to be in a position to advise cus- 
tomers, actual and potential, that savings accounts are one 
of the best means of achieving economic security, they must 
of necessity have assurance that this country will again 
achieve and maintain a high degree of financial and price 
stability. Unless reasonably assured of such a_ prospect, 
neither the savings bankers nor the government in connec- 


tion with its social security program, have the right to ask 
people to forego present satisfactions for the sake of an 
illusory security in the future. 

It is therefore incumbent upon savings bankers and all 
those who are concerned with the problems of savings and 
investment to bring every possible influence to bear in favor 
of sound policies in the realm of public finance. 

Fortunately I think the situation is not without hope. 
There is, I think, a growing recognition, both inside and 
outside the government, of the danger that lies in the con- 
tinuation of the trends of recent years. Of particular interest 
was the recent explicit statement of Senator Barkley, on 
behalf of the Administration, that the government was com- 
mitted to a policy of reducing the public debt after the war 
iS Over. 

The task of achieving a balanced budget and providing 
at least a modest sinking fund for debt retirement will not be 
easy at best. A clear recognition of the fundamental impor- 
tance of achieving financial stability is a step in the right 
direction, for it is certain that unless we are determined to 
balance the budget we shall never do so. We must never 
lose sight of the fact that without government financial 
stability there can be no security for savings. 


Many Shall Walk Again | 


A GIFT TO MANKIND 
By SISTER ELIZABETH KENNY, Founder of the Elizabeth Kenny Institute, Minneapolis, Minn. 
Broadcast over Station WCCO, Minneapolis, Minn., August 18, 1943 


N the year 1939, just four years ago, it became recog- 
nized in Australia that | had made a valuable contribu- 
tion to medicine; and as a result of my research in the 

lonely bushland of Australia, the dread disease of infantile 
paralysis had lost much of its tragic horror. This conclusion 
had been arrived at after intense investigation and observa- 
tion of prominent medical men. For thirty years I had 
battled against overwhelming opposition to this presentation. 
However, when an opportunity was given to demonstrate 
the true symptoms of the disease, acknowledgment was 
readily given and an effort put forth to establish and record 
the procedure in my own country. 

Like the dawn of a fair morning that has been suddenly 
blotted out by dark thunder clouds, the war god had again 
arisen to rend the hearts and minds of men. Arrangements 
were in process for me to visit the continent of Europe and 
present to the great research institutions of that continent, 
my findings. ‘The war clouds had prevented this procedure. 

However, another door still was open—the door to the 
great United States of America—and acting on the advice 
of a group of medical men in Australia, arrangements were 
made for me to present my findings to the Professor of 
Orthopaedic Surgery, Mayo Clinic, Rochester. A prominent 
member of the medical profession in Australia who had been 
interested in anatomical and neurological problems had 
closely watched my work for four years prior to my leaving 
my homeland. This gentleman stated that I had made a 
distinct contribution and, in fact, had put the treatment of 
this disease upon an entirely new basis. It can well be under- 
stood from this introduction that I came to the United States 
very well recommended, both by my government and this 
group of prominent medical men. 

Despite this fact, the way was not easy or the pathway 
smooth. My concept of the symptoms of this disease was 
entirely antagonistic to that ever yet presented, and up to 
this day medical men who have not yet visited Minneapolis 


write in scorn and criticism, not yet understanding what 
the true presentation is. 

In the year 1939, the city of Minneapolis had been visited 
by an epidemic and many a parent’s heart was torn with 
anguish to see their little son or daughter, lately so full of 
life and laughter, suddenly laid aside, the great majority 
handicapped forever. It was at this crucial period I arrived 
at this city and was, in the course of time, interviewed by 
three prominent medical men of the Twin Cities. These 
gentlemen, who had had wide experience of this disease in 
the United States, England and the continent of Europe, were 
far from being satisfied with the results they saw of the 
treatment of this disease in any of these countries and, though 
skeptical, had the minds and hearts of the true physician 
and were willing to see if their Australian colleagues had 
made a mistake or otherwise. And the investigation started 
with the very able help of the Public Welfare Board of the 
city of Minneapolis. Assistance was sought from the Na- 
tional Foundation for Infantile Paralysis. My personal 
expenses were guaranteed. My ward and technician, Mary 
Stewart Kenny, also gave her professional services free. 

This investigation started in the month of June 1940, and 
it was acknowledged in December 1940, by the medical 
observers that I had presented to them a new concept of the 
disease and also a satisfactory treatment for this concept. 
And this, citizens of the great American republic, has been 
my gift to you—not a new treatment of a well known 
disease, but a new concept of the disease which has opened 
the door to research hitherto unknown and unrecognized 
and has reduced the crippling effects from 87 per cent to 
15 per cent. 

It may be asked how has America received this gift and 
what has she done to justify my remaining, an alien in a 
strange country? My answer, no doubt, will surprise you. 
With the assistance given by a local resident, Mr. C. C. 
Webber, the National Foundation for Infantile Paralysis and 
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the Reader’s Digest, this message of healing has been spread 
throughout the continent of the Americas. First, to our 
Northern neighbor, Canada. In the year 1941, a much 
worried medical man visited the city of Minneapolis. The 
Province of Manitoba had been visited by this dread enemy 
and many hundreds of children were stricken down. All 
efforts in the past had left approximately 87 per cent maimed 
or helpless. Could anything be done to prevent these ravages ? 
In Minneapolis he saw, as he expressed it, “results hitherto 
unobtainable,” and left with one object only, the introduction 
of this work into his own country. An extract from a sym- 
posium presented to the Minister for Health, Manitoba, will 
best explain the happy results of this work introduced by my 
niece, Mary Stewart Kenny, into the Province of Manitoba. 

In the introduction we read on page 36, in reference to 
this work: 

“We found the results good, indeed better than good, 
the best of which we have had experience. We and our 
patients owe Miss Kenny a deep debt of gratitude. We 
gladly acknowledge it.” 


The Pathologist refers to the work as ‘““The Newer Knowl- 
edge of the Pathology of Poliomyelitis,’ and further states, 
“the whole disease is in need of reassessment owing to this 
new radical teaching.” The Orthopaedic Surgeon writes that 
the results are better than ever before achieved and adds that 
they were astounded to see me cause patients to use flaccid 
or what they had observed to be completely paralyzed 
muscles by my method of restoration. This, I have fre- 
quently done in many places in the presence of many medical 
men, and to any member of the medical profession who may 
be lecturing I would ask,—What is the value of muscle test- 
ing under these circumstances? This procedure does not give 
an accurate picture of the case and exaggerates the con- 
tractions already occurring in the muscle and prevents re- 
laxation. This is the reason stiffness and tightness persists 
so much longer in centers outside of Minneapolis. 

We shall next consider the evidence presented by the 
nurse. The nurse states, 


“Care of the skin was no problem. On the contrary 
the moist hot packs seemed to stimulate and tone the 
skin so that it was in even healthier condition than 
normal. The contrast with the condition of the skin 
seen in patients treated in splints and casts was most 
striking.” 


We shall next consider the presentation of the physio- 
therapist. It will be understood that physiotherapy in Canada 
is of a very high order, calling for three years’ study and 
afterward for an internship in a hospital before practising. 
The physiotherapist writes, “We have seen nothing but the 
best results from this completely unorthodox method.” A 


further statement in this symposium by the physiotherapist 
is both interesting and arresting. This statement reads, “In 
her muscle reeducation, Miss Kenny uses a perfection of 
detail and exactness of knowledge that raises it to a fine art.” 

I have now presented the statements of our Northern 
neighbor. We shall now travel to Brazil and hear what is 
contained in the signed statement of Dr. Helson Cavalcanti, 
Public Health Officer, Rio de Janeiro. After spending many 
weeks with us Dr. Cavalcanti states, “I have closely observed 
the work and results and have highly recommended its 
adoption to my government.” 

We shall go still further and see what stricken Argentina 
has to say. Many doctors were interviewed and a report sub- 
mitted which reads, “Everyone of them had words of highest 
praise for the work and technicians and Dr. Calcarami and 
two technicians have been chosen to visit Minneapolis and 
finish their studies. 

And what of your own United States? You have not been 
idle. Through the good offices of your local chapters of the 
National Foundation for Infantile Paralysis hundreds of 
technicians have been taught to carry out the work. 

1 have the signed statement of hundreds of medical men 
informing me that I have presented to them a new concept 
and led them along a new pathway of treatment, and it is 
their earnest wish that I shall live to see the day my work 
shall be adopted throughout the world. Thus confirming 
the statements made by your Northern and Southern neigh- 
bors. 

And so, citizens of the United States of America, through 
my visit to your hemisphere many children shall walk again 
in this great Western Hemisphere. Many homes shall have 
forgotten that this dread enemy had crossed their threshold. 
However, there is still 15 per cent to consider and research 
must go on to prevent this. It is the wish of your President 
that no boy or girl shall unduly suffer from the ravages of 
this disease. You have many technicians. You still want 
many more and, above all, teachers in order that this work 
shall be transmitted in its entirety and the wish of your 
President in the interests of his people, granted. 

We in Minneapolis are willing to help. I am willing to 
help the medical men of this city to fulfill this obligation 
and thus in my own small way repay America for what she 
has done for my own country. Because of this help given 
by America, the little children of my own beloved land shall 
sing their songs of freedom and walk in safety beneath the 
stars of the Southern Cross. America, I thank you. 

The value of the gift may be recognized when it is under- 
stood that during the last decade over one hundred million 
dollars had been spent in research. The result of this research 
made no progress in the pathology of the disease and the 


further knowledge of the symptoms of the disease or its 
treatment. 


Again History Repeats Itself 


THE FUNDAMENTALS ARE THE SAME 
By NICHOLAS MURRAY BUTLER, President, Columbia University, New York City 
Delivered at the Opening of the 190th Year of Columbia University, September 29, 1943 


in his brilliant volume on Julius Caesar wrote 
these words, which read as if they were written of 


the United States in 1943: 


The younger Gracchus brought forward and carried 
through, with enthusiastic clapping of every pair of hands 
in Rome that were hardened with labor, a proposal that 


N EARLY sixty-five years ago James Anthony Froude 





there should be public granaries in the city, maintained 
and filled at the cost of the State, and that corn should 
be sold at a rate artificially cheap to the poor free citizens. 
Such a law was purely socialistic. The privilege was 
confined to Rome because in Rome the elections were held, 
and the Roman constituency was the one depositary of 
power. The effect was to gather into the city a mob of 
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needy, unemployed voters, living on the charity of the 
State, to crowd the circus and to clamor at the elections, 
available no doubt immediately to strengthen the hands 
of the popular tribune, but certain in the long-run to sell 
themselves to those who could bid highest for their voices. 
Excuses could be found, no doubt, for this miserable 
expedient in the state of parties, in the unscrupulous 
violence of the aristocracy, in the general impoverishment 
of the peasantry through the land monopoly, and in the 
intrusion upon Italy of a gigantic system of slave labor. 
But none the less it was the deadliest blow which had yet 
been dealt to the constitution. Party government turns 
on the majorities at the polling-places, and it was difficult 
afterward to recall a_ privilege which once conceded 
appeared to be a right. The utmost that could be ventured 
in later times with any prospect of success was to limit an 
intolerable evil; and if one side was ever strong enough to 
make the attempt, their rivals had a bribe ready in their 
hands to buy back the popular support. 


Obviously, there is nothing new about what is now taking 
place in the economic life of various modern countries, in- 
cluding our own. Until we really learn that history repeats 
itself we shall not be able to make effective progress, based 
upon the teachings of human experience. 

‘The fact that history does repeat itself has been recorded 
over and over again for more than two thousand years, and 
yet its fundamental lessons remain to be learned. Human 
nature does not substantially change, but environment alters 
in evolutionary—and sometimes revolutionary—fashion. 
What this means is that he who wishes to understand the 
present and to look forward to a genuine knowledge of the 
future, must first of all study the lessons of the past. He 
must learn to look backward with wisdom in order to be 
able to look forward with intelligence. 

There could be no more important course of instruction at 
the present time, either in secondary school or in college, than 
one on the development of free institutions and free govern- 
ment. ‘This course would go back over several thousand 
years. It would take account of the amazing happenings in 
the Far East long before Western history began. The 





significant book by Jawaharlal Nehru, entitled Glimpses of 
World History, gives to the Western reader, probably for 
the first time, some insight into the thought, the institutional 
life and the accomplishments of Far Eastern nations for 
centuries before there was a Western World. The out- 
standing fact is that this unchanging human nature is called 
upon to deal with rapidly changing experiences. Unless we 
know how present-day conditions had their beginnings and 
what were the forces which brought them into being, we 
cannot expect to be able to deal with them effectively. Once 
again it must be repeated that in order to understand the 
present, one must first of all understand the past which 
brought it into being. 

History has become the most important instrument of 
liberal education. It, and it alone, can give us a comprehen- 
sion of the world in which we live, as well as a view of those 
problems which are developing to face us in the world of 
tomorrow. It is fantastic to suppose that the facts of the 
moment, as recorded by the newspaper press and by the radio, 
can give us anything beyond an invitation to try to find out 
what those facts mean. 

Unfortunately, the most important books which are 
written in this field frequently fail to attract the public 
attention which they deserve. It is a quarter-century since 
Dr. Spengler wrote his outstanding work entitled The 
Decline of the West. It was read with attention, but with- 
out enthusiasm or full comprehension and often with sarcastic 
comment. Nevertheless, the happenings of the years which 
have followed its publication have illustrated and justified 
its argument. The truly great histories of liberty which have 
come from Croce, Pareto, Ferrero and Mosca in Italy and 
from Ortega in Spain have attracted comparatively little 
attention among English-speaking readers. Nevertheless, 
these works are the chief contribution of this generation to a 
genuine knowledge of how our free institutions, as we call 
them, came into existence, of what they really mean and how 
they can best be protected and advanced. The most impor- 
tant educational task of today is to teach an understanding 
of the present and a comprehension of the possible tomorrow 
by an accurate knowledge of yesterday. 


Let’s Plan Now for Our Returning Soldier 


OUR MORAL RESPONSIBILITY 


By HONORABLE ELBERT D. THOMAS, Senior United States Senator from Utah 
Delivered at The Evening Star National Radio Forum over NBC’s Station WMAL, 
Washington, D. C., September 29, 1943 


T is no new thing for government to take care of vet- 

erans after wars are over. This practice started in 

ancient times. Soldiers have always been beneficiaries 
of the governments they have protected and of the govern- 
ments they have helped to set up. But, seldom have govern- 
ments planned for the care of the veterans while the war 
was still on. 

After ten years of experimental planning in other lines, 
it is natural that our government should turn to plans to 
better conditions for the returned soldier. If we do not 
plan, hardship will follow. Injury will be done to millions 
of our men and women and their families. The war and 
post-war adjustments are bound to affect the whole economic 
structure of our land. Chaos, hard times and unemployment 
of the gravest character may follow. That we must assume, 
because the past has proved it. Not to be prepared would be 


a political blunder of omission which our people should 
never forgive. 

Few realize the magnitude of our present war undertak- 
ings. While we have been in the process of adjustment to 
war industry for over three years, still our industrial econ- 
omy is not stable. With that fact in mind, it must never be 
forgotten that it is easier to adjust to a war economy than it 
is to change from a war economy to one of peace. The prob- 
lem in adjusting to war is a simple one. It merely means 
turning all endeavor towards the defeat of the enemy. But, 
the problem of adjusting from war to peace will be a com- 
plex one because that means the stopping of a single endeavor 
and the returning to the complex objectives of our national 
peacetime economic life. If with pressure of war upon us 
it has taken over three years to reach the position we have 
now, I think we can assume that it will take even longer 
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than three years before our land attains a normal economic 
procedure again when once the war is over. I repeat, it 
would be a political crime not to plan, in the face of these 
facts. 

I have mentioned only general adjustments. Let us re- 
member that the individual’s adjustment will also be com- 
plex. After three or four years of war service, men’s natures 
will have changed, their ideals, their outlooks will be dif- 
ferent and society may change even in its attitude towards 
these men. Never forget Kipling described things right 
when he wrote: 


“It’s Tommy this and Tommy that and Tommy how’s 
your soul, 
But it’s make way for Mr. Atkins when the drums 
begin to roll.” 


U.S.O.’s will not thrive when the war is over. 


If the men and women in our Army and Navy have been 
fighting to preserve what we call “the American way of 
life,” surely the government which wants to maintain the 
American way of life, because that is what it is defending, 
should plan that the way will not be lost in the adjust- 
ment after the war when our soldier men and women have 
saved it through war. President Roosevelt tells us that we 
must not only win the war but we must see that it stays 
won. By that he implies a proper international organization 
for the preservation of peace. But, that is only half the task. 

The preservation of the decent life domestically is quite 
as essential as the preservation of the peace for our nation 
internationally. For a nation to be defeated by poverty, 
disease and unemployment is quite as disastrous as to be 
defeated by a military enemy. War is the greatest of all 
wasters, but a loss of wealth and happiness through shift- 
less inertia on the part of the government is the next great- 
est waste. Let us never forget that fact. One brings death 
by murder; the other by suicide. 

Everyone in the United States rejoiced that our President 
saw this problem as it may affect our fighting men and 
women. He has put forth his plan. That plan has been 
criticized by certain elements in our political life as being 
offered at this time for political reasons and for political 
purposes. Political indeed! Only those who do not know 
American History would so charge. The President did not 
mention the fact, but he might have said that most of that 
which he recommended was already our National policy and 
that his suggestions will be merely an expansion of what our 
government has already put into law. 

It is not entirely improper that I should be asked by The 
Evening Star to occupy this time on their Forum in regard 
to this subject because one of the amendments to the Selec- 
tive Service Act which I offered, and which I was success- 
ful in having accepted by the Congress of the United States, 
was an amendment giving to those who were called under 
that act into service a promise that the government of the 
United States would see to it that those men who left jobs 
for this service would have their jobs back when they re- 
turned to civilian life. The guarantee of a job then became 
national policy by law. Being sure of a job is the greatest 
step towards restoring the individual’s economic well being. 

When I showed that amendment to one of our leading 
Senators, he said it was a fine idea, everyone would be glad 
to see that the boys had their jobs back, but the amendment 
was patently unconstitutional. It never dawned on me that 
anyone would assume that if under the power of the Consti- 
tution we had a right to take a man from his job, we might 
not have a right to restore him to his job afterwards. The 
Constitution of the United States is, of course, our funda- 
mental law, but, to me, in its final analysis the Constitution 


is merely the people’s companion in the accomplishments of 
the people’s purposes. Those purposes may at some time be 
social, at some time economic, at some time political; they 
may even, when it comes to the defense of our land, be 
extremely personal. Under the Constitution, government 
may take away the property of one for the good of all. It 
may cause a man to lose his life. Surely, then, it seems to me 
the Constitution may protect a man in his job if government 
has been responsible for his loss of a job. 

Now, of course, such musing is not constitutional law as 
such, but that is the way I felt and that is the way I argued. 
I will not turn to the exact constitutional argument I made 
on the floor of the Senate in defense of the amendment but | 
will say this: the all-embracing war powers under our Con- 
stitution are so great that I doubt very much whether any 
one will test those powers when they are exerted in a con- 
structive way if they do not test them when they are exerted 
in a destructive way. This much, though, as a constitutional 
argument I will say: The Constitution of the United States 
confers upon Congress the express power to raise and sup- 
port armies. That power is all inclusive. The Constitution 
likewise provides that Congress shall have power to make 
all laws which shall be necessary to carry into execution its 
delegated powers. 

When we guarantee the boys called into the service their 
jobs in the Federal Government, no one could possibly ques- 
tion that right. The right to force a state to return a job to 
one of its employees is, of course, questionable. Therefore, the 
amendment in this particular was merely advisory. The 
great question was whether the government had the power 
to ask a private employer to give back to a soldier boy his 
job and in a constitutional way this question then was simply 
whether the requirement that private employers restore to 
their jobs men who had been called to military duty, was 
properly calculated to aid in the raising and supporting of 
an army. Of this there can be no doubt. The knowledge 
upon the part of men drafted for the service that their 
jobs would be open upon completion of their military duty 
is without doubt a highly important factor in sustaining and 
improving morale during their period of service. Likewise, 
the imposition of such a requirement upon employers will 
play a significant part in lessening economic maladjustments 
which inevitably accompany the conscription of an army. By 
reason of these considerations, as well as others of a similar 
nature, it was plain that a provision to assure the restora- 
tion of employment after military service was necessary and 
proper in the constitutional sense in the exercise of a power 
to raise and support armies, and is therefore valid under the 
Constitution. 

Further, I think it is proper to say that, if the Congress 
of the United States is not interested in making secure the 
lives of the citizens of the United States in every particular 
before, during or after an emergency, Congress would be 
thoughtless about the welfare of the citizens of the United 
States. 

What I personally want to avoid is distress of such a 
nature that will cause us to turn to “make work panaceas.” 
I brought out on the floor of the Senate the Blue Print Law 
providing for the making of blue prints and the gathering 
together of specifications and the full completion of plans 
for a works program so that our cities will be ready to 
inaugurate such a program in case a period of unemployment 
follows this war. Our experience in the depression showed 
that it took about two years to get ready to hire men on a 
great public works project. The Blue Print Bill was de- 
signed to overcome this waiting period when men are des- 
perate for lack of work. 

As I remember the last war, the aftermath was worse than 
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the war itself. It is pretty hard to urge patriotism on a 
group of men who have been called to defend their country 
and explain that it is a patriotic duty to work on some 
unnecessary project. You see, war has been with nations so 
long that all the honors which nations have been able to 
bestow upon men are given to our fighting men, but few 
nations have moved forward to that plane where they plan 
a peacetime happiness for those same men. 

We have built and we are continuing to build hospitals 
for the sick and injured. We will provide vocational train- 
ing for those who are not prepared enough to enter into their 
life’s work. We will give bonuses and we will make jobs 
which are so close to ordinary charity that we will break the 
spirits of men. We will do all those things because we have 
done them. But surely, have we not enough of a social 
memory to realize that we will have to do those things and 
that, therefore, we might just as well plan to do them proper- 
ly instead of haphazardly? In those plans can we not take 
care also of those men and women who have been fortunate 
enough to have missed injury in the war but who have not 
been fortunate enough to rehabilitate themselves econom- 
ically in the peace? Think of all the things we do for the 
man or the woman who is called into the service. Is it 
fantastic to assume that government has an obligation to 
these same people when they are mustered out? It is a serious 
thing to take three or four years of a young person’s life 
during the time that he or she might be getting a high school 
or college education. It is hard ever to go back. Young 
ambitious spirits almost refuse to go back. It is well that 
they do because there is always a generation following which 
is cheated or retarded by the preference of the generation of 
returned soldiers for whom special places are being made. 
‘The learning time naturally comes in our premature years. 
‘To cheat a man out of the opportunity to prepare for life 
is a sad cheating in very deed. Yet war does that, for it 
cheats not only the returned soldier but it also cheats the 
next generation by giving it the extra competition of the 
returned soldier. 

Of course, our taxpayer associations will say we cannot 
afford it. Cannot afford good health! Cannot afford edu- 
cation! Cannot afford eonomic stability! Cannot afford 
purposeful, happy living! We may also be accused of being 
paternalistic. If we can afford billions and billions of dol- 
lars to destroy, we can afford thousands and thousands of 
dollars to build up. The economic well-being of our nation 
demands it. Our social sensibilities demand it. The logic of 
the situation demands it. America can no longer say she 
cannot afford to do some good for her citizens when those 
citizens have done so much for America. 

To a thoughtful person the saddest aspect of war, as that 
war is related to the people under a government, is that 
governments find ways to do anything for the benefit of 
persons during wartimes: persons, therefore, seem to be 
more valuable in times of war than in times of peace. Are 
they, though? Even in times of great emergency, even for 
the soldier who fights more than all of his other twelve or 
thirteen million companions in arms, the time spent in 
actual battle is insignificant compared with the time spent 
in training and getting to and from the battle. Thus, even 
in wartime, the training of men is an all-important factor. 
Without it we would be defeated. 

Should not the training for citizenship be reckoned quite 
as much worthwhile? Is not a man, just because he is a 
man, important in the sight of any democracy? Or, is he 
to be thought of as the former Kaiser thought of him, merely 
so much gunfodder? How is it that in a democracy we 
sometimes slip to that place where we think it is economically 


unwise to build up and make strong our citizens! 





Let me give you one illustration about how universal edu- 
cation and alert health measures in peace time actually pay 
in wartime. In the testimony of one of the leading person- 
nel officers of our Army before one of our committees, it was 
pointed out that one-half of all the men called for the 
draft were rejected; that is, five out of every ten men 
called were rejected for some reason or another. In those 
states where educational requirements were low, where 
school nurses were unheard of, and where health regula- 
tions were just average, seven men out of every ten were 
rejected. But, in those states where educational requirements 
were high, school nurses were furnished, and health admin- 
istration was on a state-wide basis, only three out of ten 
men were rejected. In addition to that the acceptance ratio 
of those persons who enlisted in our armed forces was very 
much higher in the states of high educational and health 
standards. 

That is a lesson for all of us. Did the states who paid 
well for the education of their youth and for the improve- 
ment of health waste money? Certainly not! There is not 
greater waste in wartime, or in peacetime for that matter, 
than a man who, because of lack of educational qualifications 
or because of health conditions, which could have been rem- 
edied easily, proved himself unacceptable for military service. 

No matter how glorious we assume war to be, no matter 
how wonderful the sacrifice of those who give their lives 
for their country, war must be marked down as an economic 
waste. It is a destructive process. The economic good that 
comes from it is merely accidental and not a result of plan- 
ning. Any person who would plan an economic advantage 
for his people by way of the war process would be criminal 
indeed, especially when so many other ways are open. 

Now let us stay in the realm of simple economics for a 
minute or two because when our boys come home and when 
we try to plan measures for their welfare, there will be those 
who say we cannot afford it. Isn’t it strange that there is 
no one saying that we cannot afford all of this money that 
we are deliberately spending for destructive purposes? 
Hasn’t the time come when it will be recognized as the 
most elementary kind of thinking to any that it is wiser to 
spend to build men and communities up than it is to spend 
to destroy men and communities? 

I want to see the four freedoms enjoyed by us. I want 
them carried to the rest of the world by those of us who are 
convinced that the four freedoms pay from a dollar and cent 
standpoint. I want all mankind to recognize the worth of 
the individual life and to realize that the bigger we can make 
that life the better it will be for all persons. The American 
people believe in that doctrine whether they recognize it 
or not. Most Americans have savings bank accounts. Most 
Americans believe in insurance. Most Americans have bought 
government bonds. There are but few Americans, and they 
surely are not worthy of being called Americans, who do not 
realize that a happy neighborhood is a better place to live 
in than one of squalor. When cities zone, they zone for the 
simple reason that man does not like to be questioned every 
minute of the day as to whether or not he is his brother’s 
keeper. A happy neighborhood allows him to live his life 
out with less concern than if each day he must go to his 
place of employment through filth, squalor, unhappiness and 
poverty. 

Merchants like to establish their stores in places where 
people can buy. Do not tell me that the American people 
do not actually believe in high standards of life for every- 
body. The little soul who years ago thought that poverty 
was justified because it caused those of us who were not 
poverty stricken to express a sense of pity and thus built up 
our souls, failed to realize how worthy of pity such souls 
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were. This manner of argument shows, I believe, that the 
proper care of our returned soldiers is a moral responsibility. 
I am deliberate in that because this nation of ours is one 
built upon faith—and faith in its final analysis demands 
actions based upon moral reasons. Americans really want 
to see our government act because it is right to act. They 
want right action not just expedient action. This holds for 
our international as well as national relations. 

I am deliberately making this case a moral issue because 
the war we are fighting is basically a moral one. The four 
freedoms, if they are to be attained, can only be attained 
through a proper moral attitude and when morality comes 
into our economics, then life becomes worthwhile. The day 
of the exploiter, the advantage-taker, has not gone by any 
means. Men are not perfect. But show me, from one end 
of the United States to the other, where we honor today 
the advantage-taker, the exploiter, the man who lives his 
big life by trodding down the small lives of his neighbors! 
That day has gone in America. Even self-seeking colleges 
who like to increase their endowments by honorary degrees, 
do not bestow those degrees on exploiters any longer. 

Service to one’s community and to one’s fellowmen is 
demanded of all. The soldier boys, when they return, will 
be taken care of. There is no doubt about that in my mind. 
The Government has already made it its policy and the 
American people have given this policy their approval. 
Woe to the politician, who goes in front of his people 
expecting votes, who attacks his opponent for thinking of 
the welfare of American men, women and children. The 
dollar and cent candidate, when it comes to taking care of 
our soldier men and women in communities where there 
are free elections, is a thing of the past in American politics. 
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